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I. INTRODUCTION

This matter comes before the Public Service Commission of South Carolina (the

"Commission") on the Combined Application (the "Combined Application") of South

Carolina Electric & Gas Company ("SCE&G" or "the Company") which was filed with

the Commission on May 30, 2008. That Combined Application seeks a Certificate of

Environmental Compatibility and Public Convenience and Necessity and for a Base Load

Review Order to construct and operate a two-unit, 2,234 net megawatt ("MW") nuclear

facility to be located at the V.C. Summer Nuclear Station ("VCSNS") site near

Jenkinsville, South Carolina (the "plant" or the "Units"). The Combined Application was

filed pursuant to the provisions of the Utility Facility Siting and Environmental

Protection Act, S.C. Code Ann. §§ 58-33-10 et seq. (the "Siting Act") and the Base Load

Review Act, S.C. Code Ann. §§ 58-33-210 et seq. (the "Base Load Review Act").
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The CombinedApplication statesthat in order to meetthe growing needsof its

customersfor electricpower andto supportthe continuedeconomicdevelopmentof the

stateof SouthCarolina,SCE&Gplansto constructtwo AP1000AdvancedPassiveSafety

PowerPlants("AP1000") and associatedfacilities ("Units 2 and 3") approximatelyone

(1) mile from VCSNS Unit 1 ("Unit 1"). Units 2 and 3 will be constructedby a

consortiumconsistingof WestinghouseElectric Company,LLC ("Westinghouse")and

Stone& Webster,Inc. ("Stone& Webster"). Theanticipatedcommercialservicedatefor

Unit 2 is April 1,2016,andtheanticipatedcommercialservicedatefor Unit 3 is January

1,2019.Units 2 and 3 will beownedby SCE&Gandthe SouthCarolinaPublic Service

Authority ("SanteeCooper")jointly. SCE&G will own a 55% undividedsharein both

Units andtheir output and SanteeCooperwill own the remainder. SCE&G will be the

operatorof theUnits.

In its Combined Application, SCE&G also requestedthat the Commission

approverevisedratesto reflect its cost of capitalappliedto its projectedinvestmentin

Units 2 and 3 asof June30, 2008. The Companyrequestedthat the proposedrevised

ratesbeeffectiveon issuanceof abaseloadrevieworder. As requestedin theCombined

Application, the proposedaverageincreaseto the residentialclasswas 0.52%; small

generalservice classwas 0.48%; medium generalserviceclasswas 0.51% and large

generalservice classwas 0.44%. The amountand percentageof theserate increases

wouldvary by rate scheduleswithin theseclasses,andindividual customerbill increases

would alsovary dependinguponactualusagepatternsandamountof consumption.
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On June 18, 2008, the Commission's Docketing Department instructed the

Companyto publishby June30, 2008,aNotice of Filing and Hearingin newspapersof

generalcirculation in the areasaffectedby the Company'sApplication andto providea

copyof that noticeto eachaffectedcustomerby July 31,2008. TheNotice of Filing and

Hearing indicatedthe natureof the Company'sCombinedApplication and advisedall

interestedparties wishing to participate in the docket of the manner and time for

interventionor appearanceas a public witness. On July 31, 2008, the Companyfiled

affidavits with the Commissiondemonstratingthat the notice was duly publishedin

accordancewith theDocketingDepartment'sinstructionsandcertified that a copyof the

notice wasprovided to eachelectric customerin its monthly bill. As attestedto in an

affidavit from the Company'scounsel,copiesof the CombinedApplication were also

servedon thechief executiveofficer of eachmunicipality, andtheheadof eachstateand

local governmentagency chargedwith the duty of protecting the environmentor of

planninglanduse in the areain the countyin which anyportionof the proposedfacility

will be located.

Timely petitionsto intervenein this docketwerereceivedfrom CMC SteelSouth

Carolina ("CMC Steel"), PamelaGreenlaw ("Ms. Greenlaw"), Friends of the Earth

("FOE"), Mildred A. McKinley ("Ms. McKinley"), Lawrence P. Newton ("Mr.

Newton"), theSouthCarolinaEnergyUsersCommittee("SCEUC"), RuthThomas("Ms.

Thomas"), Maxine Warshauer("Ms. Warshauer"),SamuelBaker ("Mr. Baker"), and

JosephWojcicki ("Mr. Wojcicki"). The Office of RegulatoryStaff ("ORS") is aparty to

the proceedingsin this docketpursuantto S.C.CodeAnn. §§ 58-4-10(B)(Supp.2008)
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and 58-33-140(1)(b)(Supp. 2008). The South Carolina Departmentof Health and

EnvironmentalControl ("DHEC"), South Carolina Departmentof Natural Resources

("DNR"), SouthCarolinaDepartmentof Parks,Recreationand Tourism("DPRT"), and

theTownof Jenkinsvillewerelistedaspartiesbasedontheprovisionsof S.C.CodeAnn.

§ 58-33-140but did not appearor takepart in theproceedings.Seealso§ 58-33-240(B)

(suchentitiesare recognizedaspartiesonly "to the extent [that they] seekto appearto

raiseissues").

The Commissionconveneda hearingon this matteron December1, 2008,with

the HonorableElizabethB. Fleming,Chairman,presiding. SCE&G was representedby

K. ChadBurgess,Esq.;Mitchell M. Willoughby, Esq.;andBelton T. Zeigler,Esq.ORS

was representedby NanetteS. Edwards,Esq.;ShannonB. Hudson,Esq.; and C. Dukes

Scott,Esq.FOE was representedby RobertGuild, Esq.andSCEUCwasrepresentedby

Scott Elliott, Esq. CMC Steel did not appearat the hearing. Ms. Greenlaw, Ms.

Warshauer,and Mr. Wojcicki each appearedpro se. At the commencement of the

hearing, Mr. Newton waived his right to participate as an intervenor and instead made a

statement as a public witness. Ms. Thomas did not appear at the hearing due to health

issues but, without objection, Ms. Greenlaw was permitted to sponsor the testimony of

one witness whose testimony Ms. Thomas had caused to be prefiled in the docket. See

Commission Order No. 2008-797. Ms. McKinley appeared on the first and third day of

the hearing but not thereafter. The remaining parties did not appear at the hearing.

In support of the Combined Application, the Company presented the direct

testimony of Kevin B. Marsh, President and Chief Operating Officer of SCE&G; Stephen
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A. Byrne, Senior Vice Presidentand Chief Nuclear Officer of SCE&G; Jimmy E.

Addison, SeniorVice Presidentand Chief Financial Officer of SCE&G; E. Elizabeth

Best,Director of FinancialPlanningand InvestorRelationsfor SCANA Services,Inc.;

StevenJ.Connor,ProjectManagerfor TetraTechNUS, Inc.; StephenE.Summer,Senior

EnvironmentalSpecialistfor SCANA Services,Inc.;RobertB. Whorton,SeniorEngineer

for SCE&G;Dr. JosephM. Lynch,Managerof ResourcePlanningfor SCE&G;David K.

Pickles, SouthernRegion Vice Presidentfor the Energy Efficiency Practice for ICF

International;Hubert C. Young, III, Managerof TransmissionPlanningfor SCE&G;and

Kenneth R. Jackson,Vice President,Regulatory Matters for SCANA Services,Inc.

SCE&G WitnessesByrne, Addison, Lynch and Jacksonprovided rebuttaltestimonyin

additionto their directtestimony.

TheORSpresentedthe directtestimonyof A. RandyWatts,ProgramManagerof

the Electric Department;Malini R. Gandhi, Deputy Director of Auditing; DouglasH.

Carlisle, Jr., Economist; Dr. Zhen Zhu,

GuernseyandCompany;GeorgeW. Evans,

Senior Consulting Economist with C. H.

Vice Presidentof SlaterConsulting;William

R. Jacobs,Vice Presidentof GDSAssociates,Inc.; Jerry W. Smith, Senior Consultant at

C. H. Guernsey and Company; and Mark W. Crisp, Managing Consultant of C. H.

Guernsey and Company.

SCEUC offered the direct testimony of Kevin W. O'Donnell, CFA, President of

Nova Energy Consultants, Inc. FOE presented the direct and surrebuttal testimony of

Nancy Brockway of Brockway & Associates. Ms. Thomas presented the direct and
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surrebuttal testimony of Dr. Ronald P. Wilder of the Moore School of Business,

Universityof SouthCarolina.

The Commissionalso heardfrom 26 public witnessesduring sessionsheld on

December1,2008,andDecember3, 2008.

II. STATUTORY STANDARDS AND REQUIRED FINDINGS

At the outset, we find that SCE&G is a privately owned electric utility which has

its principal offices in Columbia, South Carolina, and has a service territory which

includes the metropolitan areas of Charleston, Columbia, Beaufort and Aiken and many

other smaller cities, towns, and rural areas in the state.

Commission's jurisdiction pursuant to S.C. Code Ann.

SCE&G is subject to the

58-27-10, et seq. This

proceeding concerns a Combined Application filed under the Siting Act and the Base

Load Review Act and includes a request for the establishment of revised rates as

provided for in the Base Load Review Act. S.C. Code Ann. § 58-33-270(A)(2).

Pursuant to the Siting Act the Commission must determine:

1. The basis of the need for the facility. S.C. Code Ann; 58-33-160(1)(a);

2. The nature of the probable environmental impact. S.C. Code Ann. §58-33-

160(1)(b);

3. That the impact of the facility upon the environment is justified, considering the

state of available technology and the nature and economics of the various

altematives and other pertinent considerations. S.C. Code Ann.§ 58-33-

160(1)(c);
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4. That the facilities will servethe interestsof systemeconomyand reliability.

S.C.CodeAnn. §§58-33-270(A)(2);58-33-160(1)(d);

5. That there is reasonableassurancethat the proposedfacility will conform to

applicablestateandlocal laws andregulationsissuedthereunder,includingany

allowablevarianceprovisionstherein,exceptthat the Commissionmayrefuse

to apply any local law or local regulationthat is unreasonablyrestrictive.S.C.

CodeAnn. §58-33-160(1)(e);

6. That public convenienceand necessityrequire the constructionof the facility.

S.C.CodeAnn. §58-33-160(1)(f).

In addition,pursuantto the BaseLoad ReviewAct ("the Act") the Commission

mustissuefindingsthat establish:

7. The reasonablenessand prudenceof the utility's decision to proceedwith

constructionof the plant consideringthe information availableto the utility at

thetime. S.C.CodeAnn. § 58-33-270(A)(1);

8. The anticipated construction schedulefor the plant construction including

contingencies.S.C.CodeAnn. § 58-33-270(B)(1);

9. The anticipatedcomponentsof capital costsand the anticipatedschedulefor

incurring them, including specifiedcontingencies.S.C. Code Ann. § 58-33-

270(B)(2);

10.The return on equity for setting revisedratesestablishedin conformity with

Section58-33-220(16).S.C.CodeAnn. § 58-33-270(B)(3);
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11.The choice of the specific type of unit or units and major componentsof the

plant.S.C.CodeAnn. §58-33-270(B)(4);

12.The qualification and selection of principal contractorsand suppliers for

constructionof theplant.S.C.CodeAnn. § 58-33-270(B)(5);

13.Theinflation indicesusedby theutility for costsof plant construction,covering

majorcostcomponentsor groupsof relatedcostcomponents.S.C.CodeAnn. §

58-33-270(B)(6);

14.Thespecific initial revisedratesreflectingtheutility's currentinvestmentin the

plant.S.C.CodeAnn. §58-33-270(C);and

15.The rate designand classallocationfactors to be usedin calculatingrevised

ratesrelatedto theplant.S.C.CodeAnn. § 58-33-270(D).

In making thesedeterminations,the Commissionis mindful that a BaseLoad

Review Order constitutesa "final and binding determinationthat a plant is usedand

useful for utility purposes"and that the plant's "capital costsareproperly includedin

rates"contingentonly upon the constructionof the plant within the parametersof "the

approvedconstructionscheduleincluding contingencies;and . . . the approvedcapital

costsestimatesincludingspecifiedcontingencies." Id. at § 58-33-275(A). Accordingto

theAct, "[s]o... longastheplant is constructedor beingconstructedin accordancewith

the approvedschedules,estimates,andprojectionssetforth in Section58-33-270(B)(1)

and 58-33-270(B)(2), as adjusted by the inflation indices set forth in Section

58-33-270(B)(6),the utility must be allowed to recover its capital costsrelatedto the

plantthroughrevisedratefilings or generalrateproceedings."Id. at §58-33-275(C).
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This Order is the first base load review Order issuedby the Commission.

Consistentwith the intent of the BaseLoad Review Act, the ORS has conductedan

extensiveaudit and examinationof SCE&G's decisionto constructthe Units and the

contracts,designs,and permitsunderwhich they will be constructed.In doing so, the

ORS relied on the expertiseof its staff supplementedby outside consultantswith

extensiveexperiencein power plant construction,constructioncontracting, resource

planning, transmissionplanning, load modeling, economics,and environmentaland

nuclearpermitting. As the recordshows,this ORSteamconducteda detailedaudit and

evaluationof all aspectsof theCompany'sdecisionto proceedwith constructionof Units

2 and 3 andthe plan for doing so, including the designand licensingof the proposed

Units,andthe Engineering,ProcurementandConstructioncontractfor their construction.

Otherpartieshaveconductedsimilar reviews,andthe Companyhassubmittedextensive

testimony from multiple witnessesconcerningall aspectsof the decision to construct

theseUnits. At the hearing in this matter, the Commissionheardfrom 22 witnesses

including SCE&G's senior leadershipand the expertssponsoredby the ORS and the

intervenors.Therulings that follow arebasedon the recordproducedasa resultof this

testimonyandanalysis.

III. SITING ACT FINDINGS

A. The Basis for the Need for the Facility

Under the Siting Act, the Commission must find and determine the "basis of the

need for the proposed facility." S.C. Code Ann. § 58-33-160(1) (a). As Company

President Marsh testified, SCE&G presently serves more than 640,000 electric customers
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in 24 counties in central and southernSouthCarolina. To meet the needsof those

customers,SCE&Gownsand/oroperatesten coal-firedfossil fuel units(2,484MW), one

cogenerationfacility (90 MW), eight combinedcycle gasturbine/steamgeneratorunits

(gas/oil fired, 1,319 MW), eighteenpeaking turbines (347 MW), five hydroelectric

generatingplants (227 MW), one pumpedstoragefacility (576 MW) and a two-thirds

share(644MW) of Unit 1 which it ownsjointly with SanteeCooper. In 2007,thetotal

net generatingcapability of all SCE&G facilities was 5,687 MW and its total supply

capacity,when supplementedby two relatively small long-term purchases,was 5,745

MWs. This capacitywasusedto servea 2007peakdemandof 5,248MW, whichresulted

in anon-systemreservemarginof approximately9%. (Tr. II, p. 150,1.3 - 6.) To serve

its customersreliably, and to accountfor extremeweather,unanticipatedplant outages,

andforecastuncertainties,SCE&Gmustmaintaina certainamountof capacityaboveits

forecastedpeakdemandin reserve. SCE&G's establishedreservemargintargetis 12%

to 18% of forecastedpeak demand,a target supportedby the ORS's expertwitness,

GeorgeW. Evans.l (Yr. VI, p. 1338,1. 13 - 15; Yr. VIII, p. 2000, 1.22 and Hearing

Exhibit 20,GWE-1.)

As set forth in Exhibit G to the CombinedApplication, and as testified to by

Companywitness Lynch, the Company forecaststhat its firm territorial demandwill

grow 1.7%peryearover thenext 15years. (HearingExhibit 12,JML-1, p. 1- 3.) In his

loadforecast,Dr. Lynch assumedthatfuturedemandgrowth will be reducedor off-setby

the new federalefficiency standardsfor heatingand air conditioningunits, new federal

i Toprovidethenecessaryreservemarginin2009,SCE&Gmadeshort-termoff-systemcapacity
purchasestosupplementthe9%insystemreservemarginreferencedabove.
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standardsfor residentialand commerciallighting efficiency, and by the expiration of

currentwholesalecontractswith the Citiesof OrangeburgandGreenwoodandthe North

Carolina Electric MembershipCorporation. (Tr. VI, p. 1334, 1. 3 - 15.) For those

reasons,Dr. Lynch's 1.7%demandgrowth forecastis substantiallylessthanSCE&G's

historical retail load growth of approximately2.5% per year during the past 15 years.

(Tr. VI, p. 1334,1.7-p. 13351.22.)

Nevertheless,in light of anticipateddemandgrowth, SCE&G's reservemargin

will declineto 2% by 2016unlessnew generatingcapacityis addedbeforethen.Adding

the capacityrepresentedby SCE&G's ownershipportion of Unit 2 to thesystemin 2016

would increaseSCE&G's reservemargin from 2% to 13% in that year. By 2019,the

reservemarginwould fall to -3.9% if no new generationhasbeenaddedin the interim.

AddingUnit 2 in 2016andUnit 3 in 2019would increaseSCE&G's 2019reservemargin

to 16.8%.2 (HearingExhibit 12,JML-1, p. 1.)

Dr. Lynch and Mr. Marsh also testified that demandgrowth is only part of the

needSCE&G seeksto meetby addingUnits 2 and3. According to thesewitnesses,for

thepast12years,theCompanyhasmet demandgrowth on its systemby addingpeaking

and intermediateresourcesto its generationfleet. As a result, they testified that the

Companynow hasaspecificneedto addadditionalbaseloadcapacityto its system. (Tr.

II, p. 150,1.14- p. 160,1.4; HearingExhibit 12,JML-2,p. 1- 11.)

2ThereservemarginsthatDr.Lynchforecastswiththeadditionsof Units2 and3 arewithin
SCE&Gestablishedrangeof targetreservemargin.Evenso,it isnotunusualfortheCompanytoexceed
thattargetmargininyearswhennewbaseloadorintermediatecapacityisaddedtoSCE&G'ssystem.
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Someintervenorschallengedthe reliability of SCE&G load forecastsas a basis

for assessingtheneedto constructUnits 2 and3. Thosechallengesincludedcontentions

1) thatload forecastslike Dr. Lynch's aregenerallytoo uncertainto supportadecisionas

to the needfor new capacityin 2016and2019;2) thatDr. Lynch's loadforecastsdo not

suitablyaccountfor additionalDemandSideManagement("DSM") relatedreductionsin

load growth that may occur in the future; and 3) that it is imprudentto rely on current

load forecastsin light of the sharp economicdownturn that the nation is currently

experiencing.Certain of the intervenorsalso challengedthe Company's testimony

indicatingthat it hasa specificneedfor baseload generationin the 2016and2019time

period. Eachof thesechallengesis discussedbelow.

1. The General Reliability of SCE&G's Load Forecasts

The ORS's expert witness, Dr. Zhu, testified that SCE&G's load forecasts

incorporate extensive economic data and analysis and are based on data and

methodologies that are consistent with accepted industry standards and practices.

(Tr. VIII, p. 1967, 1.7 - 13.) As part of the ORS audit of the Company's filing, Dr. Zhu

conducted a detailed review and analysis of Dr. Lynch's forecasts. To measure the

accuracy of these forecasts, Dr. Zhu compared Dr. Lynch's forecasts over the past seven

(7) years with actual growth rates on SCE&G's system. (Tr. VIII, p. 1967, 1.14-1.21;

Hearing Exhibit 19, ZZ-3.) He also compared SCE&G's forecasted demand growth rates

with the forecasted demand growth rates of other utilities in the region. (Tr. VIII, p.

1963, 1. 11 - 13.) Dr. Zhu's conclusion was that Dr. Lynch's forecasts are reasonable.

(Tr. VIII, p. 1970, 1. 16-17.) Dr. Zhu stated that in determining need, SCE&G forecasted
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total energysalesgrowthandpeakdemands.Overthe next 15years,from 2008to 2022,

accordingto the Company's May 2008 updateto its IntegratedResourcePlan, total

energy salesgrowth is forecast to grow an averageof 1.3%per year, and the firm

territorial summerpeak and winter peak demandsare projectedto increaseat 1.7%a

year. (Tr. Vol. VIII, p. 1963, 1.5-8.) Dr. Zhu also concludedthat the resulting load

growth rates for SCE&G are consistentwith the forecastsof other regional utilities.

(Tr. VIII, p. 1963, 1. 11 - 13.) The FOE assertionthat much hashappenedsincethe

Company's IRP issuancemay be factually true, but this Commissionbelievesthat the

Company'sforecastingmakesallowancesfor theseoccurrences,asdiscussedbelow.

Dr. Zhu concludedthat Dr. Lynch's currentforecasttendsto takea conservative

approachto measuringdemandgrowth,becausethecurrentforecastdoesnot assumethat

anywholesaleloadwill replacethewholesalecontractswith the City of Orangeburg,the

City of Greenwoodand the North CarolinaElectric MembershipCorporationthat will

expire during the planning period. This is supportedby Companywitness Marsh's

testimony that current forecastsdo not assumethat any new electric technologiesor

applicationslike electric vehiclesplace substantialloadson the system. (Tr. VIII, p.

1965,1.15- 1.19;Tr. VIII, p. 1968,1.3- 11;see also Tr. II, p. 159, 1.5 - 16.) The 1.7%

demand growth rate that Dr. Lynch derived from these forecasts is 35% less than

historical growth rates for the prior 15 year period. As Dr. Zhu testified, the conservative

nature of these assumptions creates results that tend to understate the need for Units 2 and

3 rather than overstate that need. (Tr. VIII, p. 1968, 1.3 - 4.)
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Thereasonablenessof Dr. Lynch's loadforecastwasalsosupportedby Mr. Marsh

who testifiedfrom anoperationalstandpointconcerningthe growththattheCompanyhas

experiencedduring the last 12years.Mr. Marshtestifiedthat SCE&Gservessomeof the

mostrapidly growing areasin SouthCarolina. Accordingto his testimony,over thepast

twelve years,SCE&Ghasaddedsome149,000new customers,which amountsto a 31%

percentincrease.(Tr. II, p. 153,1.15 - 17.) Net of retirements,SCE&G installed2,413

miles of new overhead line, 3,014 miles of new underground line, 86,065 new

distributiontransformersand 139,988new servicepoleson its systemsince1996. (Tr. II,

p. 153,1.17- 20.) Mr. Marshtestifiedthat while territorial growth ratesmaybeslowed

by thecurrenteconomicdownturn,the areasSCE&Gserveswill continueto beattractive

placesfor residentialandcommercialgrowth in futureyears,andgrowthis anticipatedto

continueover the longterm. (Tr. II, p. 188,1.9 - 20.)

Certainof the intervenors,andFOE WitnessBrockway,arguedthat inaccuracies

in utility demandforecastsin the 1960sand 1970sled to an overbuild in baseload

capacity during that period. (Tr. III, p. 417, 1. 5 - 8.) They contendedthat the

Company'scurrentdemandforecastsshouldbediscountedin light of pastforecasts,and

that theCompany'sapplicationshouldbedenied. However,the intervenorsproducedno

specificevidenceor expert analysisindicatingthat Company'scurrentloadforecastsare

inaccuratein any specific way. The intervenorsdid not rebut Dr. Zhu's testimony

concerningthe detailedreview and analysishe conductedof Dr. Lynch's forecasts,nor

did theyconductanysuchreviewthemselves.
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The recordshowsthat the forecastingerrorsof thirty yearsago were basedon

specificconditionsthatarenot presenttoday. Specifically,thirty yearsago,utilities were

projecting compoundgrowth ratesof 6% -7%. (Tr. III, p. 310, 1. 12 - 20.) Current

demandprojectionsare much lower, and aredriven by new customerscoming on the

systemmorethanby assumptionsof increasedpowerconsumptionby existingcustomers

asweretheforecastsin the 1960sand 1970s.(Tr. III, p. 310,1.21- p. 311,1.4; Tr. VI, p.

1353,1.4- 1.10.) The record doesnot supportthe conclusionthat SCE&G's current

forecastsaresubjectto the samesortsof errorsaswerecontainedin demandforecastsof

thirty yearsago.

2. Accounting for Future DSM Effects

Several of the intervenors suggested that Dr. Lynch's forecasts were inaccurate

because they failed to take into account the possible reductions in demand growth due to

future DSM programs and increased conservation efforts by customers. The record,

however, shows that SCE&G has included substantial reductions in demand due to

current and forecasted DSM efforts in its forecasts, and that its resource plans provide

room for increased DSM contributions even if Units 2 and 3 are built. (Tr. II, p. 165, 1.8 -

- p.169, 1.5; Tr. VI, p. 1335, 1.4 - p. 1336, I. 7; Tr. VI, p. 1350, 1.16 - p. 1353, I. 16; Tr.

VI, p. 1361, 1. 13- 18.)

There are two principal types of DSM programs. Demand reduction DSM

programs involve efforts to shift use of power away from peak periods. By shifting the

time of energy use, such programs reduce the growth in the utility's peak demand.

Energy efficiency programs involve efforts to reduce customers' overall energy
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consumption. Depending on the appliance or end use involved, energy efficiency

programs may or may not materially affect peak demand.

a. Demand Reduction Programs

As Dr. Lynch testified, SCE&G has a very active demand reduction program

which includes its interruptible load program, its standby generation program, its real

time pricing program and its time-of-use rates. These programs are currently reducing

SCE&G's peak demand by approximately 200 MW or by more than 4%. (Tr. VI,

p. 1346, 1.15 - 18.) Dr. Lynch provided data showing that this 4% reduction is well

above industry standards for utilities in this region, and above the national average, which

is between 2% and 3%. (Hearing Exhibit 12, JML-2, p. 5, Tr. VI, p. 1347, 1. 1-7.) In

addition, SCE&G uses two major generation sources, its Fairfield Pumped Storage Plant

(576 MW) and Saluda Hydro (206 MW) as peak shaving units. The use of these units

further flattens SCE&G's peak demand and reduces the need for additional capacity on

its system to serve customers' peak requirements. (Tr. VI, p. 1347, 1. 1 - 7; Tr. VI, p.

1377, 1. 19-22.)

However, as Dr. Lynch testified, demand-related DSM programs can reach a

point of diminishing returns as existing programs flatten peak demand and customers

have to be interrupted for longer and longer periods to move their loads outside what has

become a longer peak period. (Tr. VI, p. 1346, 1.15 - p. 1349, 1. 11.) Dr. Lynch testified

that given SCE&G's load shape, and the current level of participation in demand

response programs, customers would need to agree to be interrupted for a total of two

weeks a year to remove another 100 MW of demand from the system. (Tr. VI, p. 1348, 1.



DOCKET NO. 2008-196-E- ORDERNO. 2009-104
FEBRUARY 27,2009
PAGE 17

1 - 7.) In addition, asthe requiredtime of interruption is extended,the ability of the

utility to rely oncustomersremainingon theprogramfor the long term andinterrupting

or deferringtheir energyuseasagreedisreduced..)

b. Energy Efficiency Programs

The other category of DSM programs is energy efficiency programs. Like other

utilities regulated by this Commission, SCE&G embarked on extensive energy efficiency

programs in the 1980's but these programs were significantly scaled back, with

Commission approval, in the 1990's.

Currently, SCE&G has two categories of energy efficiency programs: customer

information programs and energy conservation programs. (Tr. VI, p. 1349, I. 14-15.).

SCE&G's customer information programs include its Annual Energy Campaign which

seeks to educate the company's customers about energy efficiency, and World Wide Web

("Web") based services programs which allow customers to analyze their individual

consumption patterns. (Tr. VI, pp. 1350, 1. 3-8.). Dr. Lynch testified that 174,000

SCE&G customers are registered for Web based account access; and 20% of commercial

consumption is provided under time-of-use or real-time-pricing rates. (Tr. Vol. VI, pp.

1350, 1. 201351, 1.3-4.).

FOE argues in its brief that Company "information only" programs do not

represent a serious attempt to reduce customer usage or peak, and that information alone

is typically not enough to motivate a choice of the alternative. (FOE Brief at 16.) Further

FOE opines that registering for internet access to obtain efficiency guidelines does not

tell us what actions the customers have taken that have saved kilowatt hours, nor does the
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fact that 20% of commercial sales are made on TOU or RTP rates demonstrate that

customers taking service on these rates have done anything to achieve greater efficiency

or move load off peak. (Id.)

Although we agree that SCE&G could have done more in general with its energy

efficiency programs in the past, especially in regard to expansion of residential energy

efficiency programs, we disagree with FOE's premise. Action by customers must first

start with obtaining the information on DSM methodologies. Further, utilizing TOU or

RTP rates gives consumers the wherewithal to be both more efficient in their use of

energy, and to move load off-peak. Without the provision of information or the

availability and use of these rates, customers simply cannot reduce usage or shift usage to

off-peak hours. Further, we would note that the Company is hiring additional energy

auditors to perform residential audits, and instituting further studies and programs which

would aid residential and commercial consumers in energy saving methodologies. (Tr.

VI, p. 1351, 1.12-13.)

Also like other utilities, SCE&G is in the process of revitalizing its energy

efficiency programs in light of current energy prices, general economic conditions and

the increased environmental concerns of its customers. As discussed below, SCE&G's

witnesses testified that the Company is conducting a comprehensive study of potential

new DSM offerings and is preparing to present a new suite of DSM programs for

Commission review and approval in 2009. (Tr. VII, p. 1562, 1.13 -20.)

Certain of the intervenors contend that the Company's demand forecasts cannot

be relied on to predict future load until the effects of these new DSM programs can be
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evaluated. However, as discussed above, SCE&G's outside energy efficiency consultant

Mr. Pickles testified that significant demand reductions due to the effects of current

energy efficiency and demand reductions programs are already embedded in Dr. Lynch's

forecasts. 3 (Tr. VII, p. 1564, 1.4 - 19; Tr. VII, p. 1612, 1. 15 - 22; see also, Tr. VI, p.

1357, 1. 12 - 22.) In addition, Dr. Lynch's forecasts were adjusted to include a further

5% reduction in retail sales over the period 2011-2019 due to anticipated increases in the

efficiency of heating and air conditioning units and residential and commercial lighting.

(Tr. VI, p. 1358, 1. 10- 16; Tr. VII, p. 1612, 1. 15 -22.)

In response to the intervenors' claims, Dr. Lynch modeled SCE&G's future load

assuming an additional 0.50 percentage point reduction in annual energy demand growth

per year due to additional DSM programs. He found that this reduction had no material

effect on the need for Units 2 and 3. (Tr. VI, p. 1358, 1. 5 - 7.) By comparison, utilities

in the Southeast averaged only a0.16 percentage point reduction in energy demand

growth due to DSM programs in 2006. (Tr. VI, p. 1382, 1. 10 - 12.) As both Dr. Lynch

and Mr. Pickles testified, the available data and analysis all indicate that the achievable

reduction in demand growth from increased energy efficiency programs will not

materially change the forecasted need for Units 2 and 3. (Tr. VI, p. 1358, 1. 5 - 7; Tr.

VII, p. 1564, 1.17 - 19.)

3 In this regard, it should be noted that the 209 MW savings listed as the DSM contribution to
meeting peak requirements in the SCE&G Integrated Resource Plan ("IRP") represents only the supply-
side contribution to meeting demand represented by the amount of load that SCE&G interrupts on short
notice to meet its capacity reserve requirements during system peaks. In other words, the 209 MW is that
portion of interruptible load that can be counted as a generation resource available to meet peak load.
Energy efficiency programs reduce system demand and are embedded in the load forecast that is part of the
IRP analysis.
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Based on the evidence cited above, the Commission finds that additional savings

due to DSM programs are not a viable substitute for the base load capacity that SCE&G

seeks to build. Contrary to the testimony of FOE witness Brockway, who opined that the

Company had failed to adequately consider DSM in its planning, (Tr. Vol. III, p. 364, 1.

17-19.), the Commission finds Dr. Lynch's forecasts and analyses have properly

accounted for or analyzed the potential for additional DSM-related savings. Moreover,

SCE&G's resource plans contain room for additional DSM related energy savings even

with the addition of Unit 2 and 3 to the system. DSM is a useful supplement to the

generation capacity needed on SCE&G's system. It is not a substitution for it.

c. SCE&G's Commitment to Expanded DSM Programs

The Company's Witness Mr. Pickles testified in detail concerning the scope and

methodology of the "bottom up" DSM program analysis that he is presently performing

for SCE&G along with SCE&G's DSM organization. As Mr. Pickles testified, the

analysis includes the following:

• An assessment of currently-available DSM data specific to SCE&G's

service territory and a gap analysis to identify critical information

needs,

• The identification of a broad range of potential DSM measures and

programs based on a national review of DSM programs and best

practices,

• The determination of the peak demand and energy impacts of the most

promising DSM measures based on a detailed evaluation of service
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territory-specific building practices,efficiency levels, weather, and

operationalcharacteristicsusing detailedhourly computersimulation

models,

• The estimation of the current and future penetration of energy

efficiency measuresand their cost, including evaluation of free-

ridership,

• Theforecastingof the potentialimpactof the DSM programsusinga

variety of scenarios concerning incentive levels and program

effectiveness,

• A benchmarkingof results against the actual experienceof other

utilities and againstotherstudiesof the potentialfor DSM performed

in otherjurisdictions,and

• The developmentof DSM's supply curvesand the analysisof the

appropriatetype, scale,and timing of future DSM programsin an

integratedanalysisalongsidepotentialsupply-sidealternatives.

(Tr. VII, p. 1563,1.1 -23.)

SCE&G's President, Mr. Marsh, affirmed the Company's commitment to

completethis thoroughand comprehensivereview of potential DSM programsand to

bring the resultsto the Commissionin 2009. (Tr. III, p. 297, 1. 18- p. 298,1.10.) The

Commissionbelievesthat theseinitiatives by the Companyare critical to the energy

futureof the state,aswell asthe economicwell beingof its consumers,anddirectsthe

Companyto completea comprehensiveandthoroughDSM analysisalong the linesthat
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Mr. Pickles outlined and to presentthe findings and proposalsfor expandedDSM

offeringto theCommissionfor reviewno laterthanJune30,2009.

FOE argues that the Company should ask whether additional DSM could

contributeto a planthat couldreplacethe 1,229MW of nuclearpowerthe Companyhas

decidedis thebestoption.(Tr. III, p. 377,1.10-20.) For instance,FOEusesCaliforniaas

an example, stating California has held its per capita consumptionof electricity to

roughly7,000kWh from 1975through2004,comparedto thegrowthfrom 8,000kWh to

12,000kWh in the national averageelectricity consumptionover the sameperiod. (Tr.

III, p. 378,1. 13-16.) SCE&G respondedthat FOE failed to mentionthat the price for

powerin Californiahasincreasedat afasterratethanthenationalaverageandthattoday

theresidentialpricefor power is morethan30%higherthanthe nationalaverage.(Tr. VI

p. 1380,1.11-14.) SCE&Gcompareda yearlybill for a singlefamily residenceunderits

ratesassumingyearly usageof 18,500kWh with a yearlybilling Californiaassumingthe

sameusage.(Id.) A customerin SCE&G's territory would pay approximately$2,064

yearly under SCE&G's current approvedrateswhile a California customerwould pay

approximately $4,258 under Pacific Gas & Electric rates, $3,171 under Southern

California Edisonratesand $3,628underSanDiegoGas& Electric rates(Tr. Vol. VI,

pp. 1380, 1. 18-1381,1. 1.) SCE&G assertedthat with suchhigher rates,moreDSM

programscanbecostjustified. (Tr. Vol. VI, p. 1381,1.2-3.) During the hearingon this

matter,FOE witnessBrockway agreedthat California historically hashad higher rates

and continuesto havehigher rates.(Tr., Vol. III, p. 504,1. 1-3.) SCE&G alsoasserted

that California's levelizedelectricity consumptionis likely to be asmuch the result of
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high costsfor electricity asthe effectivenessof DSM programs.(Tr. VI, p. 1381,1.3-7.)

FOEwitnessBrockwayacknowledgedthatmanyof theutilities with reductionsin energy

salesattributableto DSM savingshaveresidentialpricesfor energythat aresignificantly

higherthan the averageretail price in SouthCarolina.(Tr. III, p. 478,1.20-22.Seealso

CompositeHearingExhibit 1, Exhibit NB-3.) Mrs. Brockway's Exhibit NB-3 shows

annualDSM EnergySavingsbut it fails to reflect the incrementaleffectsfor bothenergy

andpeakdemandimpact.(SeeHearingExhibit 25showingpeakdemandreductionfrom

DSM.) Incrementaleffectsareimpactson energyandpeakdemandfrom newprograms

andnewcustomers.

FOE citesORS witnessEvansashavingacknowledged"the Company'sflawed

andinadequateDSM program,"by quotingthewitnessassayingthattheORSpanelwas

"very critical of the company'sDSM efforts." (Tr. IX, p. 2255, 1. 10-12.) However,

Evansalsotestified that the Company"hasrespondedto that very well" to the criticism

with its plansfor futureprograms.(Id.)

3. Effects of the Current Economic Downturn on Load.

Certain of the intervenors contend that are not reliable due to the current

economic downturn.. However, Dr. Lynch testified that he has continued to update his

load growth forecasts to include the current economic data and forecasts up to the time of

the hearing. (Tr. VII, p. 1539, 1. 14 - p. 1541, 1.2.) He did so using the economic data

and forecasts that the Company regularly receives from national economic consulting

firms. Id. Dr. Lynch testified that this updated analysis showed that the impacts of the

current economic downturn on load growth forecasts, while potentially significant in the



DOCKET NO. 2008-196-E- ORDERNO. 2009-104
FEBRUARY 27,2009
PAGE24

nearterm, haveonly a minor impacton the load forecastsfor 2016and 2019, andthat

theseimpactsdonotchangetheforecastedneedfor Units2 and3. (Tr. VII, p. 1540,1.4 -

7.) He also testified that he analyzedthe load growth patternson SCE&G's system

duringandaftermajorrecessionsover thepast30years.Thedatashowsthat loadgrowth

on SCE&G's systemslowedbut did not stopevenduring themost severeof the historic

recessions.Whenthesepastrecessionsendedtherewasanacceleratedgrowth in loadthat

offsetmuchof the effectof theearliergrowthreduction. (Tr. VII, p. 1539,1.2 -p. 1542,

1.25.)

While the current economic downturn is a matter of concernto all South

Carolinians,it is important that long-term infrastructureprojects neededto meet the

state's future energydemandsnot be shelvedtoo quickly. To prosperand competein

globalmarketsin the future, SouthCarolinawill needefficient, reliableenergysources.

ThegenerationcapacitySCE&G now seeksto build will take 12yearsto completeand

will servethe statefor as many as 60 yearsthereafter. The Commissionagreeswith

Company witness Addison who testified that long-term decisionsrelated to energy

capacityshouldbe basedon the long-rangeneedsof the systemandthe stateeconomy,

notshorter-termconsiderations.

4. Flexibility to Respond to Changes in Demand or Supply

An important consideration in assessing the need for Units 2 and 3 is their benefit

to the system even if the demand or supply patterns are different than forecasted. It is

possible that demand on SCE&G's system may grow faster than anticipated. If so, the

benefits from choosing to build Units 2 and 3 at this time are likely to be greater than



DOCKET NO. 2008-196-E- ORDERNO. 2009-104
FEBRUARY 27,2009
PAGE25

anticipated. But the recordalsoshowsthat if DSM measures,alternativeenergysources

or adverse economic conditions reduce SCE&G's load capacity requirements

significantly below forecast,Units 2 and 3 will still be quite valuable. WitnessMarsh

testified that at present64% of SCE&G's baseloadcapacityis in plantsthat werebuilt

between1953and 1973. (Tr. II, p. 158,1.15- 17.) Theseplantswill beonaveragemore

than 50 years old by 2019 and may require substantialcapital investmentsto meet

reliability requirementsandincreasinglystringentenvironmentalregulations. (Tr. II, p.

158,1.17- 18;p. 160,1.20 - 22.) If loadgrowth is slowerthanexpected,addingUnits2

and3 may allow SCE&Gto reduceits relianceon its agingfleet of coal-firedplants,and

perhapseven retire someof the lessefficient plants. (Tr. VI, p. 1392, 1. 9 - 13.)

Allowing theseolder plants to be retired or usedless intensively in the future could

benefit the systemin termsof reliability, environmentalcomplianceandfuel efficiency.

Theevidenceindicatesthat thecapacityrepresentedby Units 2 and 3 will provideuseful

flexibility for SCE&G's generationin the future. Units 2 and 3 canprovidesignificant

benefits to SCE&G's system even if load growth during the coming decadesis

substantiallybelow forecast.

5. The Company's Need for Base Load Capacity

Certain of the intervenors challenged the testimony of Dr. Lynch and Mr. Marsh

that the Company has a specific need for base load capacity in the 2016-2019 time

period. As the testimony of record indicates, base load capacity is fuel efficient

generating capacity intended to run for thousands of hours a year and at high capacity

factors. (Tr. II, p. 187, 1.22 - p. 188, 1.8.) Such plants are the foundation upon which an
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electric system operates and on which it relies for the majority of the energy used to serve

customers. (Tr. II, p. 151, 1. 8 - 13; Tr. II, p. 188, 1. 3 - 8.) Peaking and intermediate

units are intended to run for substantially fewer hours per year. (Tr. II, p. 152, 1.3 - 8.)

As Mr. Marsh testified, SCE&G last added a base load resource to its electric

system when Cope Station went into commercial operation in 1996. (Tr. II, p. 155, 1.9 -

11.) Since that time, energy use on SCE&G's system has grown by 31%. (Tr. II, p. 155,

1.14 - 15.) By 2016, energy use on SCE&G's system is forecasted to have grown by a

total of 44%. (Tr. II, p. 155, 1. 15 - 17.)

Current operating statistics demonstrate the importance of base load generation to

serving customers' energy needs. During 2007, base load plants constituted 56% of

SCE&G's generation capacity. (Tr. II, p. 158, 1. 6 - 7.) However, they produced over

80% of the energy used by SCE&G's customers during that year. Base load capacity--

which represented 75% of SCE&G's generating capacity in 1996--is forecasted to drop

to 45% as a share of total generation capacity by 2020 unless new base load resources are

added in the interim. (Tr. II, p. 158, 1.9 - 12.)

Company witness Lynch notes that, in its application, the Company stated that it

would take approximately 10,276 MWs of solar panels covering 61,656 acres or 6,852

MWs of wind turbines covering 120,192 acres to produce an amount of electric energy

equivalent to that of 2,234 MWs of nuclear capacity represented by the two plants under

question. FOE argues that the Company is merely setting up a "straw man" by estimating

the amount of alternative energy generating facilities that would be required to displace

2,234 MW of generation in such a way that would exclude all generation but base load.
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We undertandthat FOE and someof the intervenorsare not arguing that alternative

energycanfulfill all of the state'sfuturegenerationneeds.However,Dr. Lynch's exhibit

doesillustratethehow difficult it wouldbe to producethis amountof cleanenergyfrom

anotherresource.(Tr. Vol. VI, pp. 1373,1. 13-1374,1.4) Basedon the foregoing,the

Commissionfinds that the record supportsthe Company'stestimony that the specific

capacityneedfor 2016and2019is mostreliably andefficiently metthroughtheaddition

of newbaseloadcapacityto its system.Units2 and3 representsuchcapacity.

6. The Single Unit Proposal

Certain of the intervenors suggested that the Commission should authorize

SCE&G to build one new nuclear unit but not two. The record, however, does not

support this proposal as being reasonable, economical or prudent. All U.S. utilities that

have selected AP 1000 units have opted to license and construct two units per site. As the

record shows, the price SCE&G received from Westinghouse/Stone & Webster was

premised on construction of two units in sequence, and substantial cost savings are

included as a result. The construction of two units allows SCE&G to partner in this

project with Santee Cooper on a 55%-45% basis, spreading risk in the project, and

providing a benefit to the the state's electric cooperatives and their customers. As a

result, SCE&G will only own the equivalent of 1.1 complete units when the construction

of both Units is finished. If the Commission were to deny SCE&G the authority to

proceed with construction of the second unit, the first unit will have to be re-priced and

the price per KW of that unit will rise by a significant amount. (Tr. II, p. 162, 1.9 - 16.)
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Thereis no assurancethat a new EPCcontractcould besuccessfullynegotiatedfor one

plant attermsthatwould benefitSCE&G'scustomers.

Approving only one unit would placeSCE&G in the positionof payinga higher

cost perKW for the capacityit builds andbuilding only half of the capacitythat it will

needin the next 12years.For thesereasons,the Commissionfinds that approvingonly

oneunit would not be reasonable,economicalor prudentascomparedto approvingtwo

unitsasproposedby SCE&G.

7. Conclusion as to Need

Having carefully reviewed the evidence of record in this proceeding, the

Commission finds that the load forecasts presented by Dr. Lynch and reviewed and

audited by ORS Witness Dr. Zhu provide a reliable and appropriate basis for assessing

the need for Units 2 and 3. The Commission finds that the Company has in fact

demonstrated the need for the Units and the need to proceed with their construction.

B. Nature of the Probable Environmental Impacts

The second finding and determination required by the Siting Act is a finding as to

the "nature of the probable environmental impact" of Units 2 and 3. S.C. Code Ann. §

58-33-160(1) (b). As the record shows, Units 2 and 3 will be constructed on the site of an

existing nuclear generating station whose environmental conditions have been closely

monitored for over 30 years. (Tr. X, p. 2479, 1.4 - 10; Hearing Exhibit 30, SJC-3.) In

addition, the environmental conditions at the site have been evaluated in detail at least

three times: in the initial NRC licensing of Unit 1, in the recent NRC license renewal for

Unit 1, and in preparation of the environmental report that was provided to the NRC as
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partof the Company'sCombinedOperatingLicenseApplication ("COLA") for Units 2

and3. (Tr. X, p. 2479,1.4- 10;Tr. X, p. 2523,1.12- 20.)

CompanywitnessesStevenConnorandStephenSummertestifiedconcerningthe

most recentenvironmentalreport and its conclusions.That report is over 1,100pages

long and representsthe work of over 25 major contributorsand over 25,000hoursof

work by environmentalexpertsand others. (Tr. X, p. 2417, 1.3 - 10.) The report

examineda comprehensivelist of possible environmentalimpacts of the plant and

provided a detailedanalysisof Siteand Vicinity Land Use;Air Quality; WaterQuality;

Water Quantity and Use; TerrestrialEcosystems;Aquatic Ecosystems;Threatenedand

EndangeredSpecies;Historic and Cultural Resources;and Transportation. (Tr. X, p.

2431,1.1.) The report specificallyexaminedthe likely radiological impactsof the plant

and the provisions for the storageand disposal of low-level wastesand spent fuel

assemblies.(Seegenerally,Tr. X, pp.2436- 2446.)

Thereportconcludedthat the impactof theplant oneachof theareasenumerated

above would be "small," which is defined as environmentaleffects which are not

detectableor are so minor that they will neither destabilizenor noticeably alter any

importantattributeof the resource.(Tr. X, p. 2447,1.14- 15.) Theonly exceptionwas

in theareaof transportation.Thereport concludedthat the effectof the Units on traffic

patternsin thevicinity of theUnits wouldbe smallto large,with the greatestimpactdue

to theincreasedroadusein the areacausedby constructiontraffic but wouldbemoderate

during the operationof thefacility. (Tr. X, p. 2448,1.1.) Moderateimpactsaredefined

asenvironmentaleffectswhich aresufficientto alternoticeably,butnot to destabilizeany
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important attributeof the resource. (Tr. X, p. 2418, I. 16 - 18.) Large impactsare

defined as environmentaleffects which are clearly noticeableand are sufficient to

destabilizesufficient to alternoticeably,but not to destabilizeany importantattributeof

the resource. SCE&G had indicated that it will work with the Departmentof

Transportation("DOT") to mitigate the impact that traffic and transportationactivities

will haveon thearea.

ORS Witness Crisp testified concerning ORS's review and audit of this

environmentalinformation. (Tr. VII, p. 1916,1.4 - p. 1919,1.15.) ORS witnessCrisp

testified that SCE&G hadfulfilled its obligation for filing its environmentalreportwith

the NRC and had establisheda protocol to addressthe necessarypermitting from state

and federalagenciesto protect the SouthCarolinaenvironment,and he supportedthe

conclusionthatthe environmentaleffectsof theplantwould beassetforth in thatreport.

(Tr. VIII, p. 1919,1.8- 15.)

At the hearing,FOE contendedthat the analysisdid not properlyaccountfor the

environmentalconcernsrelatedto the long-termdisposalof spentfuel from the facility.

The record,however,showsthat thefacility hascapacityin its spentfuel storagepool to

storethe spentfuel assembliesgeneratedby 18yearsof operations.(Tr. III, p. 613,1.7 -

10.) In addition,the Companyplansto constructa dry caskstoragefacility in the near

futureto storespentfuel from Unit 1. (Tr. III, p. 613,1.10 - 13.) Thefacility wouldbe

designedto accommodateor to beexpandedto accommodatespentfuel from Units2 and

3 whentheir spentfuel poolsarefilled. (Tr. III, p. 613, 1. 13 - 16.)
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As the recordindicates,dry caskstorageis ameansto storespentfuel assemblies

which have been held in the spent fuel pool for five years or more to allow the

radioactivity levels in them to decayto acceptablelevels. These fuel assembliesare

placed into heavy stainlesssteel containersthat are welded shut and placed into a

concreteoverpackwhich is alsosealed.(Tr. III, p. 614,1.2- 10.) Theresultingcaskcan

thenbestoredfor anvirtually indefinitely periodeitheron a padabovegroundor below

groundin a shallowconcretesilo. (Tr. III, p. 614,1.8- 10.) Otherthan fencingandsite

security,the casksrequireno maintenanceor upkeepanddo not emit levelsof radiation

that requirespecialprecautions.(HearingExhibit 30,SJC-3.)Within thecasks,radiation

levelscontinueto degradeasthe assembliesarestored. (Tr. III, p. 614,1.2- 10.)

Dry casks provide long-term storage for spent fuel assembliesbut do not

constitutepermanentrepositoriesfor them. However,asthe Companypoints out, the

long-termdisposalof spentfuel assembliesis a statutoryresponsibilityof the federal

government. See the Nuclear Waste Policy Act of 1982, 42 U.S.C. § 10101 et seq., 42

U.S.C. 10131(b)(1), 10 C.F.R. §961.11. As the record indicates, the U.S. Department of

Energy must enter into an agreement to take ultimate responsibility for the fuel as a

condition of the NRC issuing a license for the Units. (Tr. X, p. 2460, 1. 16 - 19.) As the

record also indicates, the federal Department of Energy is proceeding with licensing of

the Yucca Mountain repository as a long-term site for such fuel assemblies. (Tr. IV,

p. 740, 1.5.) The license application for the facility has recently been submitted to the

NRC.



DOCKET NO. 2008-196-E- ORDERNO.2009-104
FEBRUARY 27,2009
PAGE32

With regardto radioactivesolid waste,SCE&GwitnessConnortestified thatthe

facility operationsshouldnot result in anyhigh-levelor transuranicradioactivewastes.

(Tr. Vol. X, p. 2440,1.20-21.) If so,ConnortestifiedthattheU.S.Departmentof Energy

will disposeof the fuel. (Id.) The facility, however,will generatelow-level radioactive

wasteand spentnuclearfuel ("SNF"). (Tr. Vol. X, p.2440,1.11-12.)Connorstatedthe

proceduresand disposalmethodscurrentlyutilized for the radioactivewastedisposalof

the existing nuclearunit will alsobe utilized for the new units. (Tr. Vol. X, p. 2440,1.

12-14.) Low-level radioactivewasteis storedon-siteon an interim basisbeforebeing

shippedto apermanentdisposalfacility. (Tr. Vol. X, p. 2440,1.16-17.) FOEchallenged

the storagefacilities by arguingthere is no long-termstoragesolution (Tr. Vol. X, p.

2591,1.16-25.)SCE&G witnessConnortestified that until the federalgovernmenttakes

possessionof the spentfuel, SCE&Gwill storethespentfuel asit currentlydoeswith its

existingunit by utilizing spentfuel poolsanddry caskstorage.(Tr. Vol. X, p- 2592,1.5.)

FOEquestionedthe safetyof utilizing dry caskstoragefor anumberof years.(Tr. Vol.

X., p. 25981.18-21.) SCE&GwitnessConnorrespondedby statingthedry caskstorage

facilitieswill bemaintained.(Tr. Vol. X, p. 2598,1.22-24.)

For the Commissionto find that long term disposal of spent fuel assemblies

constitutesa negativeenvironmentalimpactof Units 2 and 3, it would haveto conclude

that the federalgovernmentcannotor will not meet its statutoryresponsibilities. We

declineto do so. The Commissionpresumesthat the federalgovernmentwill honor its

commitmentto storespentfuel, and no convincingevidencehasbeenpresentedthat it

will not doso.
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Similarly, FOE challengedthe environmentalrecord of the Barnwell low-level

nuclearwastedisposal facility as posing a potential environmentalproblem with the

siting of Units 2 and 3. The Barnwell facility acceptslow-level wasteonly from

generatorsin SouthCarolina,New JerseyandConnecticut. (Tr. IV, p. 750,1.12-p. 751,

1.9.) Additional facilities exist in otherstates,andnew facilities arebeingpermittedat

this time. (Tr. IV, p. 751,1.20 - 21; Tr. X, p. 2440,. 16- 19.)TheBarnwell facility is

extensivelyregulatedby the DHEC. (SeeS.C.CodeAnn. § 13-7-40et seq.; S.C. Regs

61-63.) The purpose of that regulation is to ensure that this facility complies with

applicable environmental regulations such that its activities do not result in injury to the

environment of the state of South Carolina. There is no basis on this record for the

Commission to find that DHEC will not fulfill its legal duties, or that the potential use of

the Barnwell facility constitutes a negative environmental impact of building Units 2 and

3 that might prevent those units being approved by this Commission under the Siting Act.

C. Justification of the Impact on the Environment

The third finding and determination required by the Siting Act is whether "the impact of

the proposed facility is justified considering the state of available technology and the

nature and economics of the various alternatives and other pertinent considerations."

S.C. Code Ann. § 58-33-160(1) (c). The environmental report concluded that wind,

solar, biomass and hydro generation were not feasible alternatives to nuclear or fossil

fired generation. As to solar and wind generation, the environmental report concluded

that these energy sources would have greater environmental impacts than nuclear given

the amount of area that would need to be dedicated to them and the new transmission
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facilities theywould require.(Tr. X, p. 2450,1.5- 8.) Forpurposesof theenvironmental

assessment,coal and gas generationwere identified as the principal alternativesto

nuclear generation. Both coal and gas alternativeswere found to have significantly

greaterenvironmentalimpactsthanUnits2 and 3, dueprincipally to significantly higher

air emissions,specifically the amount of additional CO2, nitrous oxides, SOz and

particulatesthat would beemittedby either gasor coal generation.(HearingExhibit 30,

SJC-3.) The environmentalreport concludedthat from an environmentalstandpoint,

nucleargenerationwas the bestalternativefor meetingthe energyneedsof SCE&G's

customerswith the leastimpactson the environment. (Tr. X, p. 2450,1.13 - 15.) The

Commissionfinds thatthis conclusionis amply supportedon therecord.

D. Contribution to System Economy and Reliability

The fourth finding required by the Siting Act is whether the Units "will serve the

interests of system economy and reliability." S.C. Code Ann. § 58-33-160(1 ) (d).

1. System Economy

In evaluating the contribution of Units 2 and 3 to system economy, the

Commission is required to assess a) the projected cost of power to SCE&G's customers if

Units 2 and 3 are built, as compared to b) the comparable cost to customers if alternative

means of meeting demand are chosen. This analysis properly includes an assessment of

all the costs of power from Units 2 and 3 and all the costs of power from the most

competitive alternative supply resource or resources. The relevant costs include capital

costs, operating and maintenance costs, fuel costs and environmental compliance costs.

This competitive economic evaluation also properly includes an evaluation of the needs,
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condition and operating requirements of SCE&G's electric system as a whole, as well as

the abilities of various supply scenarios to respond to uncertainties in such things as

aggregate future fuel costs and environmental compliance costs.

SCE&G selected Units 2 and 3 as the appropriate resources to meet its 2016 and

2019 energy needs based on analyses performed by its Resource Planning Group over the

period 2005-2008. (Tr. II, p. 160, 1. 11 - p. 161, 1.6.) Those analyses compared the cost

to customers from resource plans based on adding Units 2 and 3 to three principal

alternative plans; 1) plans that relied on two coal generation plants of similar capacity to

SCE&G's ownership portion of Units 2 and 3 supplemented by simple-cycle gas peaking

units, 2) plans that relied on adding one, two or three units of combined-cycle gas

generation supplemented by simple-cycle gas peaking units, and 3) plans that relied on

simple-cycle gas peaking units exclusively. (Tr. VI, p. 1353, 1.22 - p. 1354, 1. 9.) Based

on these analyses, the Company determined that constructing Units 2 and 3 provided the

best contribution to system economy of any alternative. (Tr. VI, p. 1358, 1.5 - 7.)

In conducting these analyses, the Company first performed a base case analysis

which evaluated these four alternative supply scenarios using a consistent set of

assumptions related to future fuel costs, environmental compliance costs and other costs.

(Tr. VI, p. 1355, 1.7 - p. 1356, 1. 8.) The Company then conducted sensitivity analyses

in which these four competing generation plans were analyzed under varying

assumptions related to these costs. As Company witness Marsh testified, the Company's

evaluation of these four alternatives also included a qualitative assessment of the

alternatives against the strengths and weaknesses of the Company's current generation
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fleet, the operatingneedsof the electricsystemand the environmentalcompliancecost

risks, fuel costrisks and operationalrisks inherentin SCE&G's currentgenerationmix.

(Tr. II, p. 170,1.17- p. 175,1.2.)

As Mr. MarshandDr. Lynch testified,Units 2 and3 emergedasthe Company's

preferredcapacity option in each of theseanalyses,i.e., the base case analysis, the

sensitivity analysis and the qualitative analysis. (Tr. II, p. 170, 1.4 - 14; Tr. VI, p. 1355,

1. 7 - p. 1357, 1. 7.) The ORS reviewed and audited these analyses, and ORS Witness

Evans testified that they considered reasonable alternatives, and arrived at what will

likely be the most economical plan for meeting SCE&G's base load generation needs.

(Tr. VIII, p. 2002, p. 21 - p. 2003, 1.2.)

As Dr. Lynch and Mr. Marsh testified, the quantitative analysis of capacity

options principally focused on the relative cost of those units compared to coal or

combined cycle gas generation. (Tr. II, p. 164, 1. 19 -p. 165, 1.3; Tr. VI, p. 1353, 1. 18 -

p. 1354, 1.9.) As Dr. Lynch's and Mr. Pickles' testimony shows, and as will be discussed

more fully below, wind, solar, biomass and DSM programs were evaluated by the

Company but did not emerge as competitive alternatives to nuclear, coal or natural gas

fired generation. (Tr. VII, p. 1607, 1. 14 - p. 1608, 1. 14; Tr. VI, p. 1339, 1.8 - 12.) (The

contribution that DSM programs can make to system supply needs is by limiting demand

growth and is discussed in the preceding section of this order.)

The Company maintains that it did not intend to minimize the role that wind,

solar, biomass and DSM programs could play as a supplement to additional base load

capacity in meeting future energy needs. SCE&G's current resource plans include room
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for increasingthe contribution to systemrequirementsfrom thesealternatives. (Tr. II,

p. 165, 1.14 - 22.) However, for various reasonsdiscussedmore fully below, these

generationsourcesarenot a reasonablealternativeto adding baseload or intermediate

generationresourcesto meetcapacityneedsin the2016and2019time period.

As for coal generation,the Company's analysisshowedthat coal generation

capacitywould not becompetitivewith combinedcyclegasgenerationprimarily dueto

thecostof constructingfully environmentally-compliantcoal plants,aswell astherecent

increasesin the cost of coal, andthepotential costsassociatedwith CO2emissionsfrom

coal generation.(Tr. II, p. 165,I. 5 - 13.) As Dr. Lynchtestified,coal wascompetitive

with nuclearonly on the assumptionthat therewould be no costsassociatedwith CO2

emissions. (Tr. VI, p. 1356,1.11 - 13.) SCE&Gdid not believethat to bea reasonable

assumptionin light of thecurrentpolitical andenvironmentalclimateandconsideringthe

life-spanof baseload units. However, as Dr. Lynch testified, even if CO2costs are

assumedto be zero, coal is still not the most competitivealternativeto nuclearsince

under that assumptioncombined cycle gas generationis less expensivethan coal.

(HearingExhibit 12,JML-2, p. 9.) Noneof thepartiescontestedSCE&G's conclusions

relatedto coalgeneration.

The Company'sanalysisalsoshowedthata generationplanbasedexclusivelyon

simple-cyclegasgenerationwasnot competitivewith combined-cyclegenerationunder

any set of cost assumptions.(Hearing Exhibit 12, JML-2.) Simple-cycleunits are

peakingunits. Their much lower fuel efficiency results in higher overall coststo the
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systemwhenthey arerelied on to serve what is predominantly a base load requirement.

(Tr. II, p. 152, 1.3 - 8.)

As Dr. Lynch's testimony shows, the costs associated with future CO2 regulation

are a major driver in the comparative evaluation of nuclear generation, combined-cycle

natural gas generation and coal generation. As compared to the nuclear generation

scenario, a combined-cycle gas scenario would increase SCE&G's CO2 emissions by

8,500,000 tons per year or 510,000,000 tons over the 60-year life of a plant. (Hearing

Exhibit 12, JML-2, p. 3.) A coal scenario would increase SCE&G's emissions by

19,000,000 tons per year, or over 1.1 billion tons of additional CO2 emissions over a 60

year plant life. (Id., p. 4.) Given the magnitude of the increase in carbon emissions from

the coal and natural gas scenarios, the cost analyses comparing combined-cycle gas

generation and coal generation to nuclear are quite sensitive to assumptions concerning

future CO2 compliance costs.

The base case scenario prepared by Dr. Lynch's group showed that Units 2 and 3

would be more economical than combined-cycle gas generation if it is assumed that the

cost of CO2 emissions will $15 per ton or more beginning in 2012 and will escalate at

7% per year in ensuing years. (Yr. VI, p. 1355, 1.18 - 20.) (The 7% escalation number

reflects the inflation assumptions contained in earlier federal CO2 legislation that would

inflate the CO2 charges by the rate of underlying inflation plus 5 percentage points.) (Id.

at 1358, 1.21 - 22.) Under the $15 per ton assumption, combined-cycle generation

would cost customers on average $15.1 million per year more than nuclear generation

and coal generation would cost $94.9 million more. (Id. at 1356, 1.1 - 2.) However, as
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Dr. Lynch testified, the $15 per ton assumptionis unrealisticallylow given the level of

CO2 chargesthat would be required to bring about a significant reduction in CO2

emissionsnationally. (Id., 1359,I. 1 - 4.) A more realistic but still low $30 per ton

assumption,the cost to customersof combined-cyclegasgenerationwould exceedthe

cost of nucleargenerationby $125.7million per year and coal generationwould cost

customers$267.5million peryearmore. (HearingExhibit 12,JML-2,p. 9.)

TheCompany'sResourcePlanningDepartmentconductedsensitivityanalyseson

the resultsof its quantitativeanalysisof capacityoptions,in orderto seehow they might

beaffectedby factorssuchashigheruraniumprices,lowergasprices,reducedreliability

of aging coal plants, the forced retirement of such plants, and zero cost for CO2

emissions. In thesesensitivityanalyses,combinedcyclegasgenerationemergedasmore

economicalthannuclearonly in casesof lower thananticipatednaturalgasprices(andat

$15per ton CO2)or zeroCO2costs.(Tr. VI, p. 1356,1.2 - 14.) Basedon thesestudies,

theCompany'sResourcePlanningDepartmentconcludedthat nucleargenerationwasthe

mosteconomicalresourceto meetSCE&G's futuresupplyneeds.(Tr. VI, p. 1361,1.19

- 22.) This conclusionwas supportedby the testimonyof Mr. Marshand Mr. Byme,

who reviewedit from the perspectiveof SCE&G's generationfleet asawhole, including

its operationalstatus,fuel mix, andfuel and environmentalcompliancecostsand risks.

(Tr. II, p. 157,1.4 - 14;Tr. III, p. 554,I. 16- 19.) Dr. Lynch testifiedthat the fossil fuel

plants(coal andgas)currently represent73% of SCE&G's generationcapacity,andif a

combined-cyclenaturalgasplan werechosenovernuclear,theywould represent79%of

that capacityin 2020. (HearingExhibit 12,JML-2, p. 2.) Dr. Lynch also testified that
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adding the additional nuclear capacity would decreasereliance on fossil fuels and

thereforeleadto amorebalancedfuel mix for thesystem.Id

Mr. Marsh andMr. Byrne testified that in recentyearsthe fossil fuelson which

the Companyrelies,have becomeincreasinguncertainboth asto price and supplyand

are increasinglysubjectto therisks andvolatility of globalcommoditymarkets. (Tr. II,

p. 171, 1.8 - 16; Tr. III, p. 561, 1.19 - p. 562, 1.2.) In addition, they testified that

combined-cyclenaturalgasgenerationis intermediatecapacityandnot, strictly speaking,

baseload generation. (Tr. II, p. 152, 1.3 - 8; Tr. III, p. 561, 1. 11 - 13.) Adding

intermediatecapacityto the system,insteadof truebaseloadcapacity,would increasethe

Company'srelianceon its aging fleet of baseload plantsand increasethe price risk to

customersif operationalproblemsor futureenvironmentalrestrictionslimited theuseof

thoseplants. (Tr. III, p. 632,1.16- p. 633,1.8.) As Dr. Lynch testified,if thebasecase

analysisis adjustedto reflect an increasedforcedoutageratefor SCE&G's existingcoal

plants in future years,the nuclearstrategysavescustomersan additional$28.8million

dollarsperyearover the combined-cyclegasgenerationscenario($44.9million peryear

savingsas opposedto $15.1 million in the unadjustedstudy). (Hearing Exhibit 12,

JML-2, p. 10.) Similarly, if thebasecaseis adjustedto reflect theearly retirementof the

Company'ssmallerandoldercoal plants,the savingsareanadditional$60.6million per

year ($75.7 million per year comparedto the same$15.1 million). (Id) For these

reasons,the Company'sleadershipdeterminedthat, in addition to its otheradvantages,

building Units 2 and 3 will serveto strengthenthe Company'sagingbaseloadcapacity
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portfolio, diversify the Company'sfuel mix andreducecustomers'exposureto therisks

andvolatility of fossil fuel marketsandsupply.

a. Alternative Supply Resources

Certain of the intervenors argue that the Company failed to adequately consider

alternative energy resources including wind, solar, landfill gas, and biomass and

DSM/energy efficiency programs, or some combination of all of them. (Tr. III, p. 364, I.

13 - 19.) The Company's witnesses however, clearly indicated that these energy sources

were considered but were determined not to be reasonable alternatives to new base load

or intermediate generation at this time. (Tr. VI, p. 1369, I. 1 - 8.)

Landfill gas generation is one of the alternative energy sources that

wasconsidered in the Company's analysis of supply alternatives. (Tr. VI, p. 1339, 1. 10 -

12.) Landfill gas is methane produced from the decay of organic matter in large

municipal waste landfills. (Tr. II, p. 166, I. 2 - 3.)

Landfill gas is a limited resource because there are a limited number of landfill

sites in South Carolina with suitable size and conditions for commercial methane

production. (Tr. II, p. 166, 1.2 - 3.) In addition, the amount of energy these facilities can

produce is quite small--approximately 5 MW per site----compared to the 1,228 MW of

base load capacity SCE&G requires. (Tr. VI, p. 1343, 1. 12 - 14.) Santee Cooper is

already developing or is preparing to develop many of the suitable landfill gas sites in

South Carolina. (Tr. VI, p. 1343, 1.18 - 21 .) Given the limited number of sites and small

output of these facilities, the Company concluded that they are not a reasonable substitute

for the 1,228 MW of capacity that SCE&G will receive from Units 2 and 3. In light of the
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evidenceof record, the Commissionfinds that the Companyproperly concludedthat

landfill gas generationwas not a reasonablealternativesource of capacity to meet

SCE&G'sneedsat present.(Tr. VI, p. 1344,1.3- 4.)

Similarly, biomassgenerationis limited by the quantitiesof forestry wasteand

agriculturalmaterial that are availableand suitablefor useasbiomassfuel. (Tr. II, p.

166,1.6 - 8.) Two comprehensivestudieshave been done by third parties on the

availabilityof this resourcein SouthCarolina. (Tr. VI, p. 1345,1.1- p, 1346,1.2.) Both

indicatea theoreticalpotential for about 491 MW of suchgenerationstatewide,which

would meanthat therewould beapproximately132MW of potentialbiomasscapacityin

SCE&G's territory. (/d.) In addition,asDr. Lynch testified,biomassplantstendto be

moreexpensiveto build thantraditionalgenerationsources.(Tr. VI, p. 1344,1.14- 17.)

Theyhavelimited fuel efficiency,andthereforearenot costcompetitivewith traditional

generationsourcesevenwheresufficient fuel is available. (Tr. VI, p. 1344,1.14- 17.)

Consideringthesefacts,the Companyproperlyconcludedthatbiomassgenerationis not

a reasonablealternativesourceof supply to meet its needfor baseload capacityin the

2016and2019periods.

The Companyalso consideredsolar and wind power as potential alternative

sourcesof energy. (Tr. VI, p. 1339,1.11.) As Dr. Lynch,Mr. Marsh,andORSWitness

Evanstestified,SouthCarolinais not well-suitedclimatologically for eitherwind or solar

power. (Tr. II, p. 166,1.9- 10;Tr. VI, p. 1368,1.12- 13;Tr. VIII, p. 2140,4 - 12.)

Thepotentialfor wind generationin SouthCarolinais limited dueto low average

wind speeds.(Tr. VI, p. 1341,1.4 - 5.) Theonly placewherethereis sufficientwind to
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supportwind generationis off the SouthCarolinacoast. (Tr. VI, p. 1342,1.19 - 20.)

The feasibility and cost of building wind-farms offshore in hurricane-susceptibleareas

like thoseoff the SouthCarolinacoasthavenot beendemonstrated.(Tr. VI, p. 1343,1.3

- 5.) SouthCarolina is not well suitedto solargenerationdueto atmosphericconditions

(i.e., cloud cover, rain and haze). (Tr. II, p. 166, 1.9 - 10.)

Both types of facilities would have very low capacity factors in South Carolina,

20% or less for solar and 30%-35% for off shore wind. (Tr. VI, p. 1339, 1. 19 - 20;

p. 1343, 1.5 - 8.) These low capacity factors mean that, in practice, wind and solar

facilities could produce only a small fraction of their theoretical output compared to

nuclear plants which typically generate more than 90% of their rated capacity year in and

year out. (Yr. VI, p. 1372, 1. 16 - 18.) In addition, both wind and solar are expensive

forms of generation in terms of their capital costs. The cost per MW of solar power

substantially exceeds nuclear and other traditional generation sources, and as the FOE

Witness Mrs. Brockway admitted, solar power is the most expensive form of power

generation in commercial use today. (Tr. III, p. 486, 1. 19 - 24; p. 487, 1.1 - 3.) Wind

generation is also quite expensive and is primarily being built in locations where green-

power mandates--rather than inherent economics--support its use. (Tr. VI, p. 1343, 1.5

-6; p. 1387, 1.21 - 23.)

Furthermore, both wind and solar power are not "dispatchable" resources,

meaning that the amount of energy that they produce cannot be varied with the needs of

the customers. (Tr. VI, p. 1340, 1.1 - 2; p. 1341, 1.20.) Wind resources may or may not

be available at the time of system peak, depending on atmospheric conditions at the time.
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(Tr. VI, p. 1340,1.21 - 22.) In this regard,thetestimonyshowsthat the averagewind

speedsare slowest in South Carolina during daylight hours in the summerwhen

customers'power needsare greatest.(Tr. VI, p. 1372, 1.19 - 22; p. 1373, 1.1 - 11;

HearingExhibit 12,JML-8.) As to solar,SCE&G's systempeakmost often occurson

summerafternoonsafter 4:00PM, evenin optimal conditionssolarpanelscangenerate

only about20%of their theoreticalcapacity. (Tr. VI, p. 1340,1.1- 9.)

For thosereasons,the capacitythat wind and solarresourcesrepresentmust be

discountedheavily in assessinga utility's net reliablegenerationcapacity. For example,

Texas has some of the best conditions for wind generation of any state in the nation, but

its transmission system operators allow utilities to count only 8.7% of installed wind

generation capacity as net reliable capacity for meeting peak requirements. (Tr. VI, p.

1371, 1.13 - 16.) This means that additional, duplicative generation capacity must be

maintained on the system equal to 91.3% of a utility's wind capacity.

The Company properly concluded that, at this time, wind and solar generation do

not represent reasonable, economically competitive alternatives to meet the customers'

need for additional base load capacity in the 2016 and 2019 time period. However, for

purposes of meeting customers' need for base load power in the 2016 and 2019 period,

the Company has properly concluded that wind, solar, landfill gas, and biomass do not

constitute resources on which it can prudently and economically rely at this time.

b. The Cost of Nuclear Construction

FOE and other intervenors contend that the Company's projected cost of Units 2

and 3 is unreasonably low, and that this low cost skews the economic analysis in favor of
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nuclear generation. (Tr. III, p. 364, 1.9 - 22.) FOE and others took the position that the

unreasonably low projected cost of the Units created the lack of a reasonable basis on

which to assess the cost of Units 2 and 3 compared to other alternatives.

i. The Unit 2 and 3 Cost Compared to Reported

Data

In her testimony, FOE Witness Ms. Brockway cited certain publications and

reports indicating the all-in or future dollar costs of nuclear generation are estimated to be

in the range of $4,000/KW to $8,000/KW. (Tr. III, p. 388, I. 5 - 20.) Ms. Brockway

indicated that she was not able to determine the comparable costs per KW for Units 2 and

3. (Tr. III, p. 387, 1.17 - 18.) However, the public version of the Combined Application

states that the cost in future dollars of SCE&G's 1,228 MW share in Units 2 and 3,

including owner's costs, transmission, inflation, Allowance for Funds Used During

Construction ("AFUDC" or capitalized interest) and contingencies, is $6.3 billion or

$5,141/KW. (Hearing Exhibit 16, EEB-1-P, p. 3.) This figure is well within the range of

costs Ms. Brockway indicated to be the current industry estimates in her testimony.

In addition, Ms. Brockway cited, without objection, an October 2, 2008 press

release which indicates that the U.S. Department of Energy's ("DOE") loan guarantee

program under Title XVII of the Energy Policy Act of 2005 received initial applications

for 21 nuclear units with an aggregated cost as stated in the applications of $188 billion.

(Tr. III, p. 388, 1.24 - 27.) Mathematically, this would indicate approximately $9 billion

for each unit. (Tr. III, p. 388, 1.24 - 27.) However, the release does not provide

information concerning the type or size of the Units in question (the leading Areva and

GE units at 1,600 MW and 1,550 MW respectively are approximately half-again the size
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of a 1,100MW AP1000unit andarepricedaccordingly). (Tr. III, p. 565,1.l0 - p. 566,

1.5.) Nor doesthe releaseprovide informationconcerningthe inflation assumptionsand

theexpectedcompletiondatesof theplants,whetheror not therequestedamountsinclude

AFUDC, the amountof contingenciescontainedin the costestimates,and whetherthe

sites are green-field sites or sites that already have been studied and developedfor

nucleargeneration,the foundationconditions at the site and the amountincluded for

other site-specificcostssuchas transmission,rail or other transportationupgrades.The

DOE pressreleaseis not a reliablebasison which to evaluatethe price projectionsfor

Units 2 and3.

ii. The Reliability of the EPC Contract Price

On the other hand, the Company's cost projection for its share of Units 2 and 3 is

based on a fully negotiated and executed EPC Contract with a leading supplier of nuclear

generation facilities. (Tr. III, p. 578, 1.1 - 9.) More than half of the EPC Contract cost is

subject to fixed pricing (i.e., pricing with no escalation) or firm prices with adjustment

provisions (i.e., prices that are fixed in current dollars but have clearly defined inflation

adjustments). (Tr. III, p. 592, 1.5 - 7.) As the EPC Contract indicates, most of the

equipment and components of the plant that are uniquely nuclear in nature are subject to

firm and fixed pricing.

In addition, the largest components of the contract price that are not subject to

firm or fixed pricing are subject to clearly-established price targets. (Tr. III, p. 593, 1. 1.)

These target price components include the "craft" or construction labor for the project,

and certain standard buildings such as warehouses and administrative spaces. (Tr. III,
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p. 592, 1.18 - 22.) As to thesetarget price components,the EPC Contract contains

importantincentivesfor theEPCcontractorsto bring theprojectin belowthosetargetsas

adjustedfor actualinflation. (Tr. III, p. 593,1.11- 22.) In addition,thecontractorsareat

risk to losesubstantialamountsof their profit on the work if thoseprice targetsarenot

met. (Tr. III, p. 593, 1.11 - 22.) Theseprovisions of the EPC Contract constitute

meaningfulincentivesfor the EPCcontractorsto ensurethat targetpricesarereasonable

andto managetheprojectto meetthem. (Tr. III, p. 593,1.7 - 14.) As aresult, theEPC

Contract provides a reliable basis on which to evaluate SCE&G's cost of nuclear

constructionfor thepurposeof Dr. Lynch's competitiveeconomicstudies.

iii. Contingencies as a Component of Cost

An important part of evaluating the reasonableness of the Company's price

projection for the Units is evaluating the degree to which they include reasonable

provisions for contingencies and inflation over the construction period, as the Base Load

Review Act envisions.

As to these contingencies, Company witness Addison testified that the capital cost

estimates included in the Company's price forecasts include a pool of contingency funds

above those already included in the EPC Contract cost and the owner's cost and

transmission cost estimates. (Tr. IV, p. 921, 1. 14 - 16.) The amount of that contingency

pool is $438,293,000 in 2007 dollars, subject to escalation. (Hearing Exhibit 16, EEB-1.)

This contingency pool represents approximately 10% of the base cost of the Units. This

amount of contingency is reasonable in light of what is known about the project and its

risks today. It provides further assurance that the Company's price projections do not
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underestimatethe cost of nuclear capacity and so provide a reasonablebasis for

comparingnuclearcapacityto otheralternatives.

iv. Inflation as a Component of Cost

The Company's price projection also includes $1.5 billion in assumed inflation

over the construction period. (Hearing Exhibit 16.) In contesting the accuracy of the

Company's cost projection, FOE Witness Ms. Brockway suggests that the inflation

component of the Company's price projection may be too low. (Tr. III, p. 394, 1.2 - 8.)

(The general reasonableness and suitability of the Handy-Whitman and other inflation

indices included in the EPC Contract and the Combined Application is discussed in more

detail below.) However, as shown in Exhibit I, Chart B (Hearing Exhibit 16, EEB-2, p.

5.) to the testimony of Company witness Best, the inflation rates used in creating the

Company's price projection are actual 2007 rates, including the current-year rate for 2007

and the five-year average 2003-2007. Given the high level of inflation in utility

construction in the 2003-2007 time period, these rates are significantly higher than

historically lower inflation rates for these indices.

1677.)

(See generally, Tr. VII, p. 1675 -

For example, the Handy-Whitman All Steam and Nuclear escalation rate, which is

the principal rate used in escalating the target price component of the plant, showed

current year inflation of 7.7% for 2007 and a five year average of 5.75%. In 2002, the

current year rate was 2.8% and the five year average was 2.5%. (Hearing Exhibit 16,

EEB-2.) The other indices show a similar relationship between the inflation rates used in

calculating the $6.3 billion projection and the inflation rates from prior periods. (Id.)
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While inflation indiceswill vary from year to year, if history is any guide, the

ratesSCE&G hasusedto project the cost of Units 2 and 3 arenot likely to understate

actualinflation ratesover the 12yearconstructionperiodof theplant. Accordingly, the

Commissionfinds that the inflation ratesusedin deriving the Company'sprojection of

constructionprices for the Units do not understatethat the likely cost of the plants for

comparativeeconomicevaluationsaresignificantlyhigherthanhistoricalaverages.

v. Delay as a Cost Risk

FOE Witness Ms. Brockway also testified that delays in the construction schedule

for Units 2 and 3 might be assumed to cause the ultimate costs of the Units to exceed the

current projections. (Tr. III, p. 394, 1.12 - 15.) The completion dates for the Units,

however, are subject to contractual guarantees. The EPC contractors have committed to

complete the first Unit by 2016 and the second by 2019. They will pay substantial

liquidated damages if they fail to meet this schedule. (Tr. III, p. 598, 1. 13 - 14; p. 364,

1.14.) The Company is at risk for regulatory delays, but as to such delays, Company

witness Byrne testified the NRC licensing schedule for the plant and the construction

schedule contained in the EPC Contract are reasonable. (Tr. III, p. 635, 1.7 - 14.)

Furthermore, as Company witness Addison testified, inflation represents roughly 24% of

the Company's construction price projection. (Tr. XIII, p. 2951, 1. 21-23.) For these

reasons, the Commission does not find support for the contention that the risk of delay is

a reason to discount the nuclear construction costs.
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vi. Conclusion as to the Cost of Nuclear

Construction

For all these reasons, the Commission finds that SCE&G's analysis of the costs of

nuclear generation as compared to other alternatives is based on a reasonable assessment

of the cost of Units 2 and 3. Those costs have been reasonably estimated by the

Company and do not constitute a flaw in the Company's analysis of the comparative

economics of alternative generation resources as suggested by the intervenors.

c. The Ability of the Plant to Meet Projected Capacity
Factors

Dr. Wilder, testifying on behalf of Ms. Thomas, contested SCE&G's ability to

operate Units 2 and 3 at the capacity factors projected in the comparative supply

analyses. (Tr. VI, p. 1283.) This argument goes to the relative cost of nuclear production

compared to other alternatives. (Tr. VI, p. 1284.) Company witness Mr. Byrne testified

in rebuttal that improvements in nuclear plant capacity factors over the past decades have

been due to improvements in things like preventive and predictive maintenance

programs, inspection and testing of equipment, staffing, training, human performance

management, management of nuclear operating culture, fitness for duty standards, root

cause analysis of problems and events, management of engineering processes, outage

scheduling and management, and vendor and supplier quality control. (Tr. Ill, p. 636, 1.2

- 16.) These improvements apply across the board to nuclear operations, independent of

the specific design of the Units in question. (Tr. III, p. 636, 1.8 - 9.) Mr. Byrne also

testified that SCE&G intends to use the personnel and nuclear operating culture it has

established at Unit 1 as the basis for establishing the staffing and operating culture for
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Units 2 and 3. (Tr. III, p. 636, I. 17 - 19.) In addition, as Mr. Byrne testified,

Westinghouse AP1000 technology represents an updated design of the Westinghouse

pressurized water reactor technology currently in use at Unit 1. Moreover, the AP 1000s'

passive safety systems should make the new Units simpler and less expensive to operate

and maintain than earlier Westinghouse units. (Tr. III, p. 572, 1. 11 - 19.) Based on all

these factors, the Commission concludes that the anticipated capacity factors for Units 2

and 3 as included in Dr. Lynch's resource planning analyses are reasonable and

appropriate for use in evaluating long-term nuclear operating costs.

d. Conclusion as to System Economy

The Company's witnesses testified extensively in support of the reasonableness of

the price, schedule and cost projections on which the decision to select Units 2 and 3 was

made. The EPC Contract, the inflation and contingency adjustments, the project schedule

and the cost projections presented by the Company have been extensively reviewed and

audited by the ORS staff experts, as well as by the independent outside experts in

generation plant construction that ORS has employed to assist in the audit of the

Combined Application. (Tr. VIII, p. 1903, 1.21 - p. 1904, 1. 2; Tr. VIII, p. 1954, 1.5 -

18.) Those ORS witnesses have testified that their audit and review confirmed the

reasonableness of the projections and assumptions contained in those documents. (Tr.

VIII, p. 1954, 1.5 - 18.)

For all these reasons, the Commission finds that the cost projections and

comparative economic analyses on which the selection of Units 2 and 3 was made are

reasonable and appropriate. Based on these specific economic analyses and the broader
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evaluation of system needs by SCE&G's leadership team, the Company properly

concludedthat the constructionof Units 2 and 3 would provide the greatestandmost

dependablecontributionto systemeconomyof all reasonablycompetitivealternatives.

2. Contribution to System Reliability

In evaluating the contribution of Units 2 and 3 to system reliability, the

Commission is required to assess the ability of the facility when constructed to operate

reliably and to support reliable electric service to SCE&G's customers. One intervenor,

Mr. Wojcicki, challenged the proposed site of Units 2 and 3 as being unsuitable from a

reliability standpoint because of concerns about the sufficiency of water supply for the

Units during drought conditions and because of their location in relation to system load

a. Water Supply

The record shows that Units 2 and 3 will benefit from a unique combination of

water resources available at the site. Units 2 and 3 will be built adjacent to the Broad

River which is one of the major river systems in South Carolina. The adequacy of the

Broad River's water supply is shown by its "7Q10". The 7Q10 is a standard

measurement representing low flow with a ten-year return frequency. In other words, it

is the lowest stream flow for seven consecutive days that would be expected to occur

once in ten years. (Tr. X, p. 2497, 1.3 - 7.) The 7Q10 for the Broad River downstream

of the facility at the Alston USGS gauge calculated in March 2007 is 853 cfs. The

normal water use during normal operations of the facility, which is approximately 83 cfs,

centers.
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of which a portion is returnedto the BroadRiver, representslessthan 10%of the 7Q10

flow. (Tr. X, p. 2497,1.8- 12.)

At the point whereUnits 2 and3 will bebuilt, the BroadRiver is impoundedby

SCE&G's Parr Reservoir. The Units themselveswill not draw cooling water directly

from Parr Reservoir,but from the Monticello Reservoir,a 6,800acrelake connectedto

ParrReservoirwhich servesasthe reservoirfor theFairfieldPumpedStoragefacility that

SCE&G constructedin the 1970s. When full, Monticello Reservoirholds 29,000acre

feet of usablewater, which is enoughwater to meet the needsof Units 1, 2 and 3

operatingat full capacityfor approximately2.5months. (Tr. III, p. 552,1.20- p. 553,I.

4; Vol. X, p. 2498,1.5-8.) In addition,thereareeightpumpingturbinesat the Fairfield

PumpedStoragefacility with a combinedrating of 576MW. Theseturbinescanpump

water up from the Parr Reservoir into Lake Monticello where it can be releasedto

generateelectricity or storedfor useascooling water for Units 2 and 3. The Fairfield

PumpedStoragefacility allows SCE&G to replenishMonticello Reservoirat any time

thatthereis anadequatevolumeof waterin theBroadRiver or theParrReservoir,evenif

that volumeof wateris availableonly for a shortperiodof time. (Seegenerally,Tr. III,

p. 547,1.9- p. 553,1.7.)

As indicatedabove,the record showsthat the operationof Units 2 and 3 will

require a modestamount of water comparedto the amountof water availablein the

Broad River and Monticello Reservoir.Furthermore,the Jenkinsville site provides the

Companywith the unique ability to collect water in the Parr Reservoir and to use

Fairfield PumpedStoragepumpsto replenishMonticello Reservoirwheneverconditions
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in ParrReservoirandthe Broad River permit. (Tr. Ill, p. 551,1.21 - p. 553,1.7.) As

witnessesfor boththe CompanyandORStestified,thewatersuppliesavailableat thesite

of Units 2 and 3 aremorethanadequateto supportreliableoperationsof Units 2 and 3.

(SeeId.; Tr. IV, p. 757, 1. 18 - 25; Tr. VIII, p. 2152, 1. 9 - 18; Tr. X, p. 2514, 1. 18 - p.

2515,1.4.)

b. Transmission

Mr. Wojcicki also contended that the location of Units 2 and 3 in Jenkinsville

does not support the reliability of the system because of its distance from load centers in

coastal areas of SCE&G's service territory. However, as SCE&G's Manager of

Transmission Planning, Mr. Young, testified SCE&G's largest load center is not located

along the coast but in the central portion of South Carolina, where Units 2 and 3 will be

located. If the units were located at the coast, new transmission lines connecting them to

the load center in the central portion of the state would be required. Moreover, currently

there are six SCE&G transmission lines and two Santee Cooper lines serving the site of

Unit 1 and only four new SCE&G lines and two new Santee Cooper lines will be needed

to move the additional power to be generated by Units 2 and 3. A coastal site would not

have an existing transmission infrastructure such as the one at the Jenkinsville site and

would require a full complement of six to ten new transmission lines to distribute the

power generated to different areas of the system. (Tr. XII, p. 2793, 1.13 - 21.)

For these reasons, the decision to locate Units 2 and 3 in central South Carolina

and not along the coast as advocated by Mr. Wojcicki is prudent and reasonable and does

not impair the reliability of those Units to serve customer load from a transmission
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standpoint. Neither water supply nor transmissionissuesare likely to compromisethe

reliability of thoseunits. Mr. Wojcicki's motion to requirerelocationis denied.

E. Reasonable Assurance that the Facilities Can Comply with Applicable
State and Local Laws

The fifth finding required by the Siting Act is whether "there is reasonable

assurance that the proposed facility will conform to applicable state and local laws and

regulations." S.C. Code Ann. § 58-33-160 (1) (e). Hearing Exhibit 2 contains a list of

the 19 major permits, apart from NRC permits, required to construct and operate Units 2

and 3. (Hearing Exhibit 2, SAB-7, p. 1 - 3.) Three of the 19 major permits are federal

permits exclusively: a Federal Energy Regulatory Commission permit for work on

Monticello Reservoir, a Corps of Engineers wetlands permit for site work, and a Federal

Aviation Commission permit for construction cranes to be erected on site. The remaining

16 permits are state permits or joint state-federal permits administered by the state.

(Hearing Exhibit 31, SES-1, p. 1 - 3.) The record reflects that, so long as SCE&G

obtains these 16 permits and operates according to their terms, the construction and

operations of Units 2 and 3 will be in compliance with all state and local laws. (Tr. X, p.

2428, 1. 11 - p. 2429, 1. 10.)

Company witness Byrne testified that in his opinion and in the opinion of the

members of his new nuclear deployment team, all of these permits could be obtained in a

timely fashion and that Units 2 and 3 could be operated in compliance with all applicable

laws and regulations, both state and federal. (Tr. III, p. 610, 1. 9 - 16.) Mr. Byrne's

testimony on this point was not contradicted by any party. Accordingly, the record
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supportsthe finding that Units 2 and 3 canbebuilt and operatedin compliancewith all

applicablestateandlocal lawsandregulationsasthe SitingAct requires.

F. Public Convenience and Necessity

The sixth and final finding required by the Siting Act is whether "public

convenience and necessity require the construction" of the proposed facilities. S.C. Code

Ann. § 58-33-160(1) (t"). The Commission construes this provision of the statute as

requiring a finding that integrates into a single determination all aspects of the public

interest evaluation related to the plant. In this case, the record demonstrates that Units 2

and 3 represent capacity that is needed to supply reasonably forecasted customer

demands. In addition, the size, type, location and technology of the Units are the

preferable means of doing so with the greatest economy and reliability and with the least

impact on the environment.

As discussed above, the principal benefit of nuclear generation, in addition to

lower forecasted costs, is the fact that it helps insulate customers from the price volatility

and supply risk that are increasingly associated with fossil fuel fired generation. Nuclear

generation also insulates customers from future CO2 and other environmental compliance

costs associated with fossil fuels, which are likely to be significant. Alternative energy

sources may provide useful supplemental energy for SCE&G's system going forward.

However, the cost competitiveness, availability and reliability of alternative energy

sources are subject to significant questions and concerns at this time. Public convenience

and necessity would not be supported by forcing SCE&G's customers to rely on the
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future availability and cost competitiveness of these energy sources as a substitute for

SCE&G constructing additional base load capacity at this time.

The risks related to nuclear construction, and the steps that SCE&G has taken to

mitigate them, are discussed extensively in the record. The Company's plans to manage

licensing risks and delays and to oversee construction through its own personnel and

processes are also discussed more fully below. The record shows that the Company has

carefully evaluated the risks related to nuclear construction and operations and compared

them to the risks and costs of other alternatives. The Commission agrees with this

assessment and finds that the public convenience and necessity support the construction

of Units 2 and 3 as proposed by SCE&G.

IV. BASE LOAD REVIEW ACT FINDINGS

The Base Load Review Act requires the Commission to go beyond the public

convenience and necessity findings required under the Siting Act and to conduct a full

pre-construction prudency review of the proposed Units and the EPC Contract under

which they will be built. The Commission must also set out construction schedules and

annual capital cost schedules which will establish the prudency and reasonableness of

plant capital costs if such schedules are met.

A. The Prudence and Reasonableness of the Decision to Proceed with

Construction of Units 2 and 3

The first finding that the Commission is required to make under the Base Load

Review Act is whether "the utility's decision to proceed with construction of the plant is

prudent and reasonable given the information available to the utility at the time." S.C.

Code Ann. 58-33-270(a)(1). The discussion that follows describes in detail the support
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for this Commission'sfindingson this standard.The Act also requiresrelatedfindings

concerningthe "choice of the specifictypeof unit or unitsand themajor componentsof

the plant" as well as "the qualification and selectionof the principal contractorsand

suppliersfor theplant." S.C.CodeAnn. 58-33-270(b)(4),(5).Thesefindingsaretheheart

of thepre-constructionprudencyreviewenvisionedby theBaseLoadReviewAct. They

requiretheCommissionto makeacomprehensiveassessmentof thedecisionto build the

plant to determineif that decision is reasonableand prudentbasedon all available

information.

In addition to the Siting Act findings listed above, factors showing that the

Company's decision to proceedwith constructionof Units 2 and 3 is prudent and

reasonableinclude: a) the selectionof the Jenkinsville site for Units 2 and 3; b) the

selectionof AP1000technologyasthe appropriatereactortechnologyfor thisproject; c)

the related decision to selectWestinghouseElectric Corporation, LLC and Stone&

Webster,Inc. asthenuclearsystemsupplierandconstructioncontractor,respectively;d)

the selectionof othermajor contractorsfor the project; e) the structureandtermsof the

EPCContract;f) the priceat which the plant is beingconstructed;andg) theCompany's

ability to executeits financingplanfor constructionof theUnits. Eachof thesemattersis

consideredbelow.

1. The Selection of the JenkinsviUe Site

The record shows that the Jenkinsville site was selected for Units 2 and 3 based

on a series of four site evaluation studies conducted over 34 years. (Hearing Exhibit 2,

SAB-1, p. 5.) These studies consistently identified the Jenkinsville site as being among
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themostsuitableof the siteson SCE&G's systemfor the constructionof anewbaseload

generatingunit. (Id.; Tr. III, p. 548,1.6- p. 551,1.9.)

TherecordshowsthatSCE&G selectedtheJenkinsvillesiteasthesite for Units2

and 3 for a numberof appropriatereasons. The site is near SCE&G's principal load

centersandis alreadyservedby extensiveexistingtransmissioninfrastructure.(Tr. III, p.

653,1.24 - p. 654,1.2.) It is locatedon land that SCE&G ownsandhasoperatedasa

nucleargenerationsite for decades.(Tr. III, p. 548,1.6- p. 551,1.9.) Nuclear security,

nuclearoperationssupport,andnucleartraining andadministrativefacilities arealready

in place on the site, along with rail transportationinfrastructurenecessaryto support

constructionandoperationof the newunits. Id. Thesitehasa superiorwater supplyand

superiorgeologicalandseismicsuitability for useasanuclearconstructionsite. (Tr. III,

p. 550,1.20 - 21.) Becausethesitehassupportedsuccessfulnuclearoperationsfor over

34 years, its geological and environmental featureshave been extensively studied,

monitoredand analyzedfor an extendedperiodof time.

9.)

(Tr. III, p. 548, 1.6 - p. 551, 1.

The ORS audited and evaluated the site selection process and criteria as well as

the decision to select the Jenkinsville site. ORS Witness Crisp testified that the

Jenkinsville site was particularly appropriate because the foundation at the proposed site

is composed of bedrock as opposed to a coastal marl. A coastal plain site would

significantly increase the cost of the project. (Tr. VIII, p. 2159, 1. 1 - 6.) In addition,

issues regarding potential wetlands, the necessity for obtaining transmission right of ways



DOCKET NO. 2008-196-E- ORDERNO. 2009-104
FEBRUARY27,2009
PAGE60

andrelatedenvironmentalandpropertyissuesstronglyfavor theplacementof this project

at theJenkinsvillesite. (Tr. VIII, p. 2159,1.6- 19.)

Specificconcemswere raisedat thehearingconcerningthe seismicsuitabilityof

the site. In response,Companywitness Whorton, who was involved in the original

geologicalwork to licenseUnit 1,reviewedthe detailedgeologicalinvestigationsof the

site that have beenconductedover more than25 years. As Mr. Whorton testified, the

geologyof the site wasextensivelystudiedduring the licensingandthe constructionof

Unit 1. It wasthensubjectto subsequentseismicreassessmentsby theNRC afterUnit 1

went into operationand then againduring the licenseextensionevaluationfor Unit 1.

Furthergeologicalinvestigationand seismicevaluationwasdone in preparationof the

NRC licenseapplicationfor Units 2 and3.

Mr. Whorton testified that the seismicdesignof the AP1000unit is more than

sufficientto withstandthe postulateddesignbasisseismiceventfor the Jenkinsvillesite,

including a recurrenceof the largestrecordedearthquakein the SoutheasternPiedmont

Province(theUnion Countyearthquakeof January1, 1913)occurringat theplant.(Tr. X,

p. 2533, 1. 3 - 5.) Mr. Whorton also testified that nuclearplants are designedwith

significant marginsof seismicsafety. (Tr. X, p. 2528, 1. 8 - 18.) SeveralJapanese

nuclearunitswhich weredesignedto approximatelythe sameseismicstandardsasUnit 2

and 3 recentlysurvivedanearthquakeof substantiallyhighermagnitudethanthe design

basiseventfor the Jenkinsvillesite, with nodamageto plant safetyfunctions. (Tr. X, p.

2639, 1.1- 21.) The recordclearly establishesthe suitability of the site from a seismic

perspective.
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Basedon the testimonyof Mr. Whorton, the Commissionfinds that the record

clearlysupportstheprudencyandreasonablenessof the selectionof theJenkinsvillesite

asthe locationfor Units2 and3.

2. The Selection of AP1000 Technology

The record shows that SCE&G selected AP1000 technology based on a

comparative evaluation of the three leading nuclear reactor designs that are commercially

available today. These three designs represent all but a small number of the nuclear

generating units under consideration for siting in the United States at this time. (Tr. III,

p. 562, 1. 3 - p. 563, 1. 5.) In 2005, SCE&G asked each of the three vendors of these

designs to submit written responses to more than 400 technical and financial questions

concerning its unit. SCE&G then used objective weighing criteria to evaluate and

compare their responses. The evaluation of the technical and financial responses was

made independently by separate groups within the Company. (Tr. III, p. 564, 1.6 - 12.)

AP1000 technology was selected as preferable by both groups of evaluators. (Tr. III, p.

564, 1.4 - 8.)

In late 2006, SCE&G began a reevaluation of these vendors based on updated

information concerning the status and pricing of their designs. The reevaluation was

completed in March of 2007. SCE&G's financial evaluation of these competing designs

showed that the AP1000 unit was competitive with or preferable to the two alternative

designs from both a pure cost per megawatt basis and from a size, design, operational,

and engineering perspective. (Tr. III, p. 564, 1. 14 - 565, 1. 1 - 3.)
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From the perspectiveof size, the AP1000unit at 1,117MW allows SCE&Gto

site two units at the Jenkinsville site. (Tr. III, p. 566, 1. 12 - 13.) The competing

vendors'unitsare1,550MW and1,600MW in size. Fortransmissionandotherreasons,

SCE&G determinedthat it would not bepracticalandcost effectiveto site two unitsof

suchlarger sizeon the site. The selectionof AP1000units,however,allows a total of

2,234MW of new generationcapacityto be sitedat Jenkinsville,which resultsin better

utilization of that siteandits existinginfrastructure.(Tr. III, p. 566,1.18- 21.)

In addition,a singleunit would havea singlecompletiondate,while constructing

two 1,117 MW units gives SCE&G the ability to bring new capacity on line in two

installmentsseparatedby approximately three years. Phasingthe additional capacity

allows the capacity additions to be more precisely timed to demandgrowth on the

system. In addition, two 1,117MW units arepreferablefrom anoperationalstandpoint

to a single largerunit becausetwo unitsallow moreflexibility in outageschedulingand

result in less power lost to the systemif a unit trips off, thereby enhancingsystem

reliability. (Tr. III, p. 566,1.12- 18.)

As to designsuitability, the AP1000 unit was the only one of the three units

evaluatedthat is a pressurizedwaterreactorwith passivesafetyfeatures.Theotherunits

wereeitherpressurizedwaterunitsor passivesafetyunits,butnot both.

Thepressurizedwaterdesignwasimportantto SCE&Gbecausethatis thetypeof

unit SCE&G currently operatesvery successfullyas Unit 1. Units 2 and 3 will share

many of the samecomponents,designfeatures,and operatingcharacteristicsasUnit 1.

Thesesimilaritieswill makestaffing,training, operatingandmaintainingthe Unitsmuch
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simplerthanifa different technologyhadbeenselected.(Tr. III, p. 572,I. 5 - 10;Tr. III,

p. 567,1.3- 7.)

Passivesafetydesignis alsoimportantbecauseit dramaticallyreducestheamount

of safetyrelatedequipment- includingvalues,pumpsandpiping - that is includedin the

plant's design. Less safety related equipment greatly simplifies operation and

maintenanceof the UnitsandNRC regulatorycomplianceissues.Noneof thecompeting

unitshadboth features.(Tr. III, p. 572,1.5- 22.)

The Companyalso selectedthe AP1000unit becauseat the time of selectionit

wasthe only oneof thecompetingunits thatwasfully design-certifiedby theNRC. The

AP1000's nuclearsafety systemsreceivedNRC staff approvalin 2004, and full NRC

designcertificationwasgrantedthereafter. Furthermore,the AP1000designis a similar

but enhancedversionof theAP600 designwhich theNRC design-certifiedin 1999.(Tr.

III, p. 555,1.10- 11;HearingExhibit 2, SAB-1,p. 3.)

While no party testified in support of an alternative reactor technology,Ms.

Brockway on behalf of FOE statedher concernthat the Companyplacesitself and its

customersat greatrisk by usingthe"as-yet-unfinishedAP1000design."(Tr. Vol. III, p.

430,1.4-8.) SCE&GPresidentMarshrefutedthis argumentby statingthat theplant has

been certified by the NRC and that the pending revisions are enhancementsto the

existingdesign.(Tr. Vol. III, p. 334,1. 17-19.) CompanywitnessByrnestestified that

Revisions 1-15 have been approvedby the NRC and that he seesno problemswith

obtainingtheapprovalsof the laterrevisionsin time to meetthe constructionschedulein

theEPCContract(Tr. Vol. III, p. 635,1.7-10.) ORSwitnessDr. Jacobsalsotestifiedthat
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the designis finalized to the point that the probabilistic risk assessment(PRA) can be

calculated,which is a conditionprecedentto designcertification.(Tr. Vol. VIII, p. 2181,

1.19-22)

Finally, the AP1000 presentssuperior opportunitiesfor collaboration among

Southeasternutilities. At the time of the hearing, fourteenAP1000 units were being

proposedfor constructionby six separateutilities in the Southeast. This numberof

AP1000 units increasesthe opportunity for cost and experiencesharingamongthese

utilities, both during constructionand operationof the Units. The record showsthat

utilities arecooperatingextensivelyin this regard.The fact that SCE&G's units will be

amongthe first of the 14suchunitsto bebuilt in theregionmeansthat Westinghouseand

Stone& Websterwill haveevery incentiveto completetheseinitial units efficiently and

on schedule,and that vendorswill be eagerto be selectedand retainedas part of the

supplychainfor this extensiveseriesof plants. Thefact that somanyotherutilities have

selectedthe AP1000 unit is further evidence of the strength of the design and

competitivenessagainstalternativeresources.(Tr. III, p. 570,1.13- p. 571,1.5; Tr. III,

p. 573,1.3- 17.)

The ORS has audited the Company's decision to select AP1000 units for

constructionat the Jenkinsvillesite. (Seegenerally, Tr. VIII, p. 2020 - 2026.) ORS's

independent expert witnesses testified without reservation in support of the

reasonableness and prudence of this selection. (Tr. VIII, p. 2025, 1. 15 - 23.) The

Company and ORS have provided the Commission with an extensive and thorough

record in regards to the appropriateness of this technology and the reasonableness of the
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selection process. After review of that record, the Commission finds that SCE&G's

selection of the AP 1000 units as Units 2 and 3 was prudent and reasonable.

3. The Qualification and Selection of Principal Contractors and

Suppliers

The Base Load Review Act requires the Commission to make a finding

concerning the prudence and reasonableness of the selection of the principal contractors

and suppliers for the construction of the plant, as well as their qualifications to perform

the work. S.C. Code § 58-33-270(B) (5). Units 2 and 3 will be built by Westinghouse

Electric Co., LLC, as the principal nuclear systems supplier, and Stone & Webster, Inc.

as the principal contractor. These two companies have formed a consortium that is the

signatory for the EPC Contract to build the plant. In addition, the EPC Contract between

the Company and Westinghouse/Stone & Webster provides a list of qualified suppliers

approved by the Company from which Westinghouse/Stone & Webster can select the

principal contractors and suppliers for this project. (Tr. III, p. 579, p. 5 - 10; p. 585, 1.

18 - 22; Hearing Exhibit 2, SAB-4, p. 3 - 10.)

a. Westinghouse/Stone & Webster

The record shows that the selection of Westinghouse and Stone & Webster to

construct Units 2 and 3 is reasonable and prudent and that they are well qualified for the

work. Westinghouse is recognized worldwide as a major supplier of nuclear technology

and has been involved in nuclear power technology since the inception of the industry.

(Tr. VIII, p. 2029, 1. 11 - 14.) In the 1950s, Westinghouse built both the first military

and the first commercial nuclear power plants. (Tr. VIII, p. 2027, 1. 7 - 18.)

Westinghouse has been involved with the Company and the V.C. Summer site for over
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forty-four years. It designedtheParrdemonstrationnuclearplantwhich wasconstructed

adjacentto theV.C. Summersite in theearly 1960s. (Tr. VIII, p. 2028,1.22- p. 2029,1.

1.) Westinghousealsodesignedandbuilt Unit 1,which went into commercialoperation

in January1984. (Tr. VIII, p. 2029,1.1- 2.)

Currently, almost 60% of the United States' operatingreactorsare basedon

Westinghousedesigns. (Tr. VIII, p. 2028,1.2 - 3.) Westinghousehasalsoprovidedthe

designbasisfor almost50% of the world's operatingcommercialnuclearpowerplants.

(Tr. VIII, p. 2027, 1.11 - 13.) As mentionedabove,the WestinghouseAP1000design

hasbeenselectedfor 14new nuclearunitsproposedto bebuilt in theUnitedStatesat this

time. Westinghouseis clearly poisedto continueto maintaina strongposition in the

industryandis fully qualifiedto bethe supplierof nuclearsystemsto this project.

Theconstructioncontractor,Stone& Webster,is a 110-yearold companythathas

beeninvolved with design,constructionandmaintenanceof nuclearpowerplants since

1957. It is currentlyawholly ownedsubsidiaryof The ShawGroup(Tr. VIII, p. 2029,I.

5 - 14.) Stone& Websterhasrecentlybeenemployedin the constructionof a mixed-

oxide fuel (MOx) facility at the SavannahRiver site and in the completion of

constructionof TVA's Brown's Ferry Plant. (Tr. III, p. 583,1. 19- p. 584,1.1.) Both

Westinghouseand Stone& Websterarecurrently involved in constructionof AP1000

reactorsin China, two in Sanmen,Chinaandtwo morein Haiyang,ShandongProvince,

China. (Tr. VIII, p. 2028, 1. 13- 15.) Westinghouse/Stone& Websterconsortiumhas

beencontractedby the SouthernCompanyto constructtwo new AP1000units at Plant
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Vogtle in Georgia,andis in contractnegotiationswith Duke Power,ProgressEnergyand

TVA for theconstructionof multipleunitson their behalf.

Oneof the key considerationsregardinga nuclearsupplieris the strengthof the

corporatequality assuranceprogramthat will be employed to meet applicableNRC

requirementsand to ensurethat the plant can be built and operatedin a reliable and

dependablemanner. (Tr. III, p. 583, 1. 5 - p. 584, 1. 5.) Westinghousehasa long-

standing relationshipwith SCE&G involving maintenanceand improvementsto its

existingnuclearandfossil facilities. SCE&G's witnessestestifiedto their familiarity and

experiencewith the Westinghousequality assuranceprogram and their review and

evaluation of the comparableprogram run by Stone & Webster. The Company's

witnessestestified that thesequality assuranceprogramsarefully adequateto protectthe

Company's interestsin the quality of the equipment,componentsand constructionof

Units2 and3. (Tr. III, p. 584,1.3- 5.)

Based upon the foregoing, the Commission finds that the selection of

Westinghouse/Stone& Websteras the suppliersand contractorsfor Units 2 and 3 is

reasonableandprudent.

b. Other Vendors

The EPC Contract between SCE&G and the Westinghouse/Stone & Webster

consortium requires all subcontractors and suppliers be selected from a list of

prescreened/preapproved vendors. (Hearing Exhibit 2, SAB-4, p. 1 - 2.) All suppliers

performing nuclear safety related work will be required to comply with the consortium's

quality assurance program. (Hearing Exhibit 2, SAB-4, p. 1.) The consortium's Project
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Quality AssuranceProgramis an exhaustiveprocessof evaluationand approvalof all

suppliersof safety-relatedproductsandservices.Thesuppliers,includingthosethatcarry

the ASME nuclearaccreditation,areevaluatedannuallyand auditedevery threeyears,

includingsuppliersthat carry theASME nuclearcertification. (Tr. VIII, p. 1901,1.11-

14.) Thecriteria to qualify potential suppliersfor use in supplyingcomponentsfor the

AP1000under the quality assuranceprograminclude: the supplier being listed on the

consortium'squalifiedsupplierslist, the supplierhavinga standingrelationshipwith the

consortiumfor the supplyof the specifictype of component,andthe supplierhavinga

proventrackrecordof successfullysupplyingquality componentsto thenuclearindustry.

(HearingExhibit 2, SAB-4, p. 1.) Oncea vendorsatisfiesthesecriteria, theconsortium

conductsan on-siteaudit to performan assessmentof the potential supplier's facilities,

capabilities,andprograms. (HearingExhibit 2, SAB-4,p. 1.) All qualified suppliersare

thereafterevaluatedannually and audited, exceptunder special circumstances,every

threeyears. (HearingExhibit 2, SAB-4, p. 1.) A list of potentialsuppliersand vendors

for theUnits2 and3 wasincludedasExhibit P to theEPC.

In additionto theconsortium'sreviewandauditprocesses,SCE&Ghasevaluated

the suppliersandsubcontractorsidentified in Exhibit P to the EPCandtheconsortium's

quality assuranceprogramsunder which they will operate. (Tr. III, p. 587, 1.8 - 11;

HearingExhibit 2, SAB-3, p. 1.) Many of thesesubcontractorsand vendorshavebeen

knownby the Companyfor decadesandhaveworkedwith the Companysuccessfullyin

operatingUnit 1andotherelectricgeneratingstations. (Tr. III, p. 587,1.11- 15.)
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In addition,SCE&G hascontractedwith the BechtelCorporationto serveasthe

lead contractorin preparingthe site-specificCOLA for Units 2 and 3 and in assisting

SCE&G in obtainingthe requiredlicense from the NRC. As CompanywitnessByrne

testified, Bechtel is one of the most experienced and well-recognized firms

internationallyin power systemsconstruction,engineeringandconsultingservices. (Tr.

III, p. 604, 1.9 - 11.) SCE&G hasextensiveknowledgeof BechtelCorporationboth

from past projectsand from Bechtel's standingand involvementin the nuclearpower

industry. (Tr. III, p. 604, 1. 11 - 14.) According to Mr. Byrne, the NRC hasalready

completedits sufficiencyreviewof the COLA preparedby Bechtelfor Units 2 and3 and

has declaredthe COLA sufficient and available for review and comment.Mr. Byrne

testified that SCE&G hasbeenfully satisfiedby the thoroughness,professionalismand

competencyof the work that Bechteland its subcontractorshave doneto dateandthat

Bechtelis capableof seeingtheapplicationthroughto its conclusion. (Tr. III, p. 604,1.

14- 17.) The Commissionfinds that Bechtelandits subcontractorsarewell qualifiedto

assisttheCompanyin obtaininga licensefor thenewUnits.

Basedon the foregoing,the Commissionfinds that the contractorsandvendors,

including thoseprovided for in the EPC and otherwise,are competentand reliable to

perform as subcontractorsand vendors to the project and that their selection and

qualificationswere reasonableand prudentand fully satisfiesthe requirementsof the

BaseLoadReviewAct.
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4. The Terms of the EPC Contract

A key component of the prudency review envisioned by the Base Load Review

Act is a review of the reasonableness and prudence of the contract under which the new

units will be built. Units 2 and 3 will be constructed pursuant to the terms of an EPC

Contract which SCE&G negotiated with Westinghouse/Stone & Webster over a two and

a half-year period. Under that contract, SCE&G is responsible for providing the

construction site and specified construction utilities

licenses needed to build and operate the Units.

and for obtaining permits and

(Tr. Ill, p. 580, 1. 12 - 14.)

Westinghouse/Stone & Webster is responsible for other aspects of designing, engineering

and constructing the Units. (Tr. III, p. 579, 1. 13 - 16; Tr. III, p. 579, 1.21 - p. 580, 1.3.)

Both a confidential and non-confidential version of the EPC Contract have been filed in

the record of this proceeding as Exhibit C to Mr. Byrne's testimony. (Hearing Exhibit 2,

SAB-3.)

a. Pricing Terms

The pricing under the EPC Contract divides the Westinghouse/Stone & Webster

charges into seven specific categories. Each of those categories has distinct pricing terms

that apply to those aspects of the work that fall within them.

• The Fixed with No Adjustment category includes some major plant

components necessary to construct the Units. The price for these items

is fixed in absolute dollars and no inflation adjustment or escalation

rate applies to them. (Tr. III, p. 589, 1.5 - 11.)
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• The Firm with Fixed AdjustmentA categoryincludesother itemsof

majorequipmentfor theplant. Theprice for this equipmentis fixed in

2007dollars. That price is subjectto escalationbasedon a specified

annualpercentagerate that is establishedin the contract. (Tr. III, p.

589,1.12- 20.)

• The Firm with Fixed Adjustment B category includes specialized

nuclear-specific labor, systems and material charges that will be

incurred by Westinghouse Electric Corporation directly in designing

and constructing the Units. The price for this work is fixed in 2007

dollars and is subject to escalation based on a specified annual

percentage rate that is slightly higher than the rate for Firm with Fixed

Adjustment A category. (Tr. III, p. 589, 1.21 - p.590, 1.9.)

• The Actual Craft Wages category includes all site craft labor, which is

skilled construction labor such as welders, pipe fitters, riggers, and

concrete finishers. These labor costs are charged at

Westinghouse/Stone & Webster's actual cost at the time they are

incurred. (Tr. III, p. 590, 1.19 - 21.)

• The Non-Labor Target category includes costs of construction material

and supplies as well as the cost of ancillary buildings such as

warehouses. These costs are charged based on Westinghouse/Stone &

Webster's actual cost at the time they are incurred. (Tr. III, p. 591, 1. 1

-5.)
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• The Time and Materials category includes charges for the time and

materials supplied by Westinghouse/Stone & Webster in support of

SCE&G's obtaining required licenses and permits for the Units, and

testing and start-up of the Units. These costs are charged based on

Westinghouse/Stone & Webster's actual cost at the time they are

incurred. No escalation rate is specified in the EPC Contract. (Tr. III,

p. 591, 1.6- 10.)

• The Firm with Indexed Adjustment category includes all items not

included in other categories. Specifically, it includes such things as

non-craft labor and ancillary costs of the construction project such as

insurance. For charges that fall within this cost category, the

underlying price in 2007 dollars is fixed, but the price is subject to

escalation based on the Handy-Whitman All Steam South Atlantic

Region escalator as it is updated year to year. (TR. III, p. 590, 1. 10 -

18.)

Of these seven price categories, four are categories for which prices are fixed in

absolute dollars, or are quoted in firm 2007 dollars with a stated escalation rate or

specified inflation index. In these "fixed and firm" categories, SCE&G remains at risk

for scope additions and change orders. Otherwise, substantially all of the non-inflation

price risk is assumed by Westinghouse/Stone & Webster. (Hearing Exhibit 2, SAB-3, p.

3.)
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The TargetPrice categoriesincludeActual Craft Wagesand Non-LaborTarget.

The EPC Contractsetsa TargetPrice for thesecost categoriesin 2007 dollarssubject

only to indexedinflation andto scopechangesandchangeorders. If Westinghouse/Stone

& Websterexceedsthe Price Target,then it is at risk for a contractuallydetermined

portion of its profits on the excesswork. (Tr. II, p. 179,1.3 - 6.) If thework comesin

under the Target Price, then Westinghouse/Stone& Websterare allowed to keep a

majority of the savings.(Tr. II, p. 179,1.6 - 8.) This combinationof potentialincentives

and penaltiesprovides Westinghouse/Stone& Webster with a strong motivation to

completetheprojectator belowtheTargetPrice.

The Time and Materialscategoryis the only EPC cost categorythat is outside

both the fixed and firm categoryandthe targetprice category. It representsthe costof

assistancethat Westinghouse/Stone& Websterwill provide to SCE&G in licensing,

permitting andtesting the Units andis a small componentof the total price. (Tr.III, p.

592,1.18- p. 594,1.11.)

A numberof intervenorshave raisedquestionsconcerningthe degreeof price

certaintyprovidedby the EPCContract. SCE&G WitnessesByme and Marshtestified

that in the EPCContractnegotiations,the Companysoughtto obtainthe greatestdegree

of price assurancepossible,with dueconsiderationto thecostthat Westinghouse/Stone&

Webster'swould chargefor acceptingadditionalpricerisk. (Tr. II, p. 178,1.15-p. 179,

1.9.) A reviewof theEPCContract'spricing termsindicatesthat in excessof 50%of the

total EPC price falls into fixed or firm categories. (Tr. III, p. 592, 1. 5 - 7.) More

specifically,thesefixed andfirm categoriescontainthemajorequipmentandcomponents
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thatareto beusedin theUnits, andthemajority of nuclear-specificengineeringandother

servicesthat will be provided by Westinghouseasthe nuclearsystemsprovider. (Tr.

VIII, p. 2032,1.1- p. 2033,1.5.) Westinghouse/Stone& Websterwasableto provide

fixed or firm pricing not only on themajority of thetotal price,but also on the majority

of those elementsof the equipmentand servicesthat were most uniquely nuclear in

nature, and so subject to potential price risks that are unique as comparedto more

standardconstructioncost items. The TargetPricingprovisions,quotedabove,provide

additional incentivesto hold priceson otherpartsof the contractto anticipatedlevels.

For thesereasons,the Commissionfinds that the EPCContractcontainsreasonableand

prudentpricing provisions, as well as reasonableassurancesof price certainty for a

projectof this scope.

b. Quality Assurance Terms

An important set of provisions in the EPC Contract are the terms related to

ongoing quality control and quality assurance during the course of the project. The EPC

Contract requires timely financial and status reporting by Westinghouse/Stone & Webster

during the course of the project. SCE&G has the right to inspect all work, including

fabrication conducted off-site by Westinghouse/Stone & Webster and in suppliers' and

vendors' facilities. (Tr. VIII, p. 1901, 1. 22 - p. 1902, 1. 3.) SCE&G has the right to

block any new vendors from being added to this list that do not meet its approval. (Tr.

III, p. 586, 1.4 - 7.)

SCE&G has clear contractually-defined rights to access and inspect contractors'

and subcontractors' facilities and to audit their quality assurance programs and
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manufacturingtechniques. (Tr. III, p. 586, I. 13- 18.) TheEPCContracthasspecified

witnesspoints and hold points at which SCE&G personnelhavethe right to bepresent

when certain key manufacturingprocessestake place, and to inspect the quality of

partially completedequipmentandcomponentsat designatedstagesof their production.

(Tr. III, p. 586,1.18- 21.) SCE&Gmaydesignateadditionalwitnessandhold pointsat

its expense. (Hearing Exhibit 2, SAB-3.) SCE&G has the right to reject work,

equipmentandcomponents,theright to issue"stop work" ordersto allow time to resolve

questions concerning quality deficiencies, and the right to require contractorsor

subcontractorsto changemanufacturingprocessesto correctquality deficiencies. (Tr.

VIII, p. 1902,1.20 - 23.) The EPC includesdetailedrequirementsfor subcontractor

quality assurance, reporting of defects and noncompliance to SCE&G and

Westinghouse/Stone& Webster,quality control andinspectionactivitiesby SCE&Gand

Westinghouse/Stone& Websterto ensureperformance,accessand auditing of quality

control by SCE&G at Westinghouse/Stone& Webster facilities and subcontractor

facilities. (Tr. III, p. 586,1.13- 18.;Tr. VIII, p. 1902,1.18- 20.)

The record showsthat the EPCContractcontainsprovisionsthat are reasonable

andprudentandallow SCE&Gto protect its interestandthe interestsof its customersin

thequality of thework doneto constructUnits 2 and3. TheCommissionpointsout that

regardlessof the terms of the EPCcontract,SCE&G hasthe ultimate responsibilityfor

the proper executionof the EPC contractand the constructionof the units, including

appropriatequality control andqualityassurance.
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c. Other Provisions of the EPC Contract

The EPC Contract sets definitive substantial completion deadlines for Units 2 and

3 of April 1, 2016 and January 1, 2019 respectively. Westinghouse/Stone & Webster

must pay liquidated damages in material amounts if completion is delayed. (Tr. III, p.

598, 1.10- 16.)

As to warranties, the EPC Contract contains warranties on materials, work and

equipment which begin to run from substantial completion of each Unit or from the date

that the equipment or component is placed into service if SCE&G places it into service

before substantial completion of the Unit. (Tr. III, p. 599, 1. 15 - p, 600, 1. 9; Hearing

Exhibit 2, SAB 3.) The EPC Contract contains provisions for SCE&G to purchase

extended warranties on equipment at prices to be offered by Westinghouse/Stone &

Webster. (Tr. III, p. 600, 1.6 - 9.) The EPC Contract contains clear capacity targets for

Units 2 and 3, with liquidated damages if they are not met, and bonus payments if the

plants demonstrate that they can reliably generate more power than specified in the EPC

Contract. (Tr. III, p. 598, 1. 10 - 16; Tr. III, p. 599, 1. 1 - 6.) The EPC Contract contains

clear processes and procedures for measuring compliance of the Units with capacity

targets and guarantees. (Tr. III, p. 598, 1.20 - p. 599, 1.6; Tr. III, p. 599, 1. 17 - p. 600, 1.

9.)

As to change orders, the EPC Contract contains clear definitions of the sorts of

conditions that entitle the contractors to change orders and associated price adjustments.

Tr. III, p. 594, 1.17 -p. 595, 1.1.) These provisions are contained in Article 9 of the EPC

Contract. These provisions specify in detail the sort of information required to be
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submitted with a change order, the requirement for review and agreementby

Westinghouse/Stone& WebsterandSCE&Gto changeorders,thepaymentandschedule

impactsof changeordersandthe handlingof disputesas to changeorders. (Tr. III, p.

595,1.3 - 8.) Mr. Byrnetestified that thesechangeorderprovisionsarereasonableand

reflect standardpracticein the industry andprovide appropriateprotectionfor SCE&G

andits customers.(Tr. III, p. 595,1.9 - 10.)

The EPCContractcontainsguaranteeprovisionsunderwhich the parentsof both

Westinghouse(Toshiba,Corp.) and Stone& Webster(The ShawGroup)agreeto stand

behind the obligations of their subsidiariesup to certain defined amounts. (Hearing

Exhibit 2, SAB-3.) It includesrights for SCE&G to terminatework under the contract

during theconstructionprocess.(Tr. III, p. 669,1.7 - 17.) In addition,it addressessuch

matters as Insurance; Limitation of Liability; Liens; Proprietary Data; Intellectual

Property; EnvironmentalControls and HazardousMaterials; Title and Risk of Loss;

Suspensionand Terminationof Work; Safety- Incident Reporting;Qualificationsand

Protectionof AssignedPersonnel(includingprovisionsfor fitnessfor duty andsecurity

screening;training to environmental,OSHA, NRC and other applicable Laws, NRC

WhistleblowerProvisionandrespiratorprotection);RecordsandAudits; Taxes;Dispute

Resolution;Notices;Assignment;Waiver; Modification; Survival; Transfer;Governing

Law - Waiverof JuryTrial - CertainFederalLaws;Relationshipof Owner(SCE&G)and

Contractor(Westinghouse/Stone& Webster);Third Party Beneficiaries;Representations

andWarranties;andMiscellaneousProvisions. (Tr. III, p. 600 1.12- p. 601,1.5.)
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ORSexpertsconductedanextensivereviewof theEPCContractandtestified,as

did Mr. Byrne, that its terms are reasonableand appropriate,consistentwith industry

standards,and reasonablyprotectSCE&G's and its customers'interests. (Tr. VIII, p.

1898,1.6 - 20.) The evidenceof recordsupportsthe conclusionthat the terms of the

EPCContractarereasonableandprudent.

However,in anyevent,regardlessof the termsof the EPCContract,SCE&G has

the ultimate responsibilityfor theproperexecutionof that contractandthe construction

of theUnits, includingappropriatequality controlandquality assurance.

5. The Price of Units 2 and 3

The Combined Application, at Exhibit F, set out the estimated cost of Units 2 and

3 as $6,313,376,000 in escalated dollars. (Hearing Exhibit 16, EEB-1.) Of this amount,

$1,514,340,000 represents escalations and inflation resulting in an unescalated cost of

$4,799,036,000. (Hearing Exhibit 37.) Included in that amount is $264,289,000 of

capitalized interest in the form of AFUDC. (Hearing Exhibit 16, EEB-1.) Accordingly,

the estimated construction cost of the project in 2007 dollars is $4,534,747,000 (or

$3,693 per KW), net of AFUDC.

The amount of $4,534,747,000, is the cost of Units 2 and 3 without AFUDC in

2007 dollars and is the capital cost which SCE&G asks this Commission to approve

under the terms of the Base Load Review Act. (AFUDC and inflation will be calculated

as set forth in this Order and added to it as the project proceeds.) The $4,534,747,000 is

also the cost beyond which SCE&G must obtain Commission approval of a change in the

project in order to remain eligible for revised rates under the Base Load Review Act.
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Company witness Byrne testified that this cost was the result of intense

negotiations which resulted in substantial price concessions from Westinghouse/Stone &

Webster related to their interest in closing initial contracts to ensure that their technology

led in the revitalization of the nuclear industry in the United States. (Tr. III, p. 633, 1. 12

- p. 634, 1. 1.) ORS Witness Crisp who has international experience in power plant

negotiations testified that SCE&G was the clear winner in the EPC Contract negotiations

and that the resulting price for Units 2 and 3 is quite reasonable. (Tr. VIII, p. 1954, 1. 14

- 18.) No party has taken the position that this price is unreasonably high for the price

for new nuclear capacity. (Hearing Exhibit 37; Tr. III, p. 575, 1.15 - 22.)

Instead, FOE argued that this price is unrealistically low. However, as discussed

above, there is nothing in the EPC Contract or the cost schedules and estimates based on

it to support the argument that SCE&G has underestimated the foreseeable cost of the

Units. There are no terms or provisions in the EPC Contract or elsewhere that support

the assertion made at the hearing that "bait and switch" pricing underlies the price

presented in the Combined Application. The $4,534,747,000 price includes all major

aspects of plant construction and licensing, reasonable estimates of owner's cost,

including licensing and permitting costs and project oversight, reasonable estimates of the

costs of transmission upgrades associated with the Units, reasonable if not generous

estimates of inflation, and reasonable amounts of additional project contingencies in

addition to those already included in the underlying price bids and estimates. (Hearing

Exhibit 2, SAB-3.) Given the contractual commitments, inflation assumptions and

contingencies that this price includes, the Company's price estimate constitutes an
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estimateof the price of the Units that is reasonableand prudent and provides an

appropriatebasisfor approvedcapitalcoststo be establishedin the requestedbaseload

revieworder.

6. The Company's Plan for Financing Units 2 and 3

Certain of the intervenors have raised questions about whether SCE&G can

successfully finance the construction of Units 2 and 3. The concerns raised relate to a)

the specificity of SCE&G's financing plan as presented in this proceeding, b) the overall

ability of SCE&G to finance the project, and c) the ability of SCE&G to finance the

project in the context of the liquidity and financial crisis that the nation is experiencing at

this time.

a. The Reasonableness and Practicality of SCE&G's

Financing Plan

The record shows that SCE&G will finance the immediate cash needs of its

construction program using short-term borrowing. (Tr. IV, p. 932, 1. 11 - 12.) Later, as

short term debt reaches a sufficient amount, the Company will replace the short-term debt

with medium to long term debt. (Tr. IV, p. 932, 1. 14 - 16.) The timing, size, and terms

of these medium-term to long-term debt issuances will depend on market conditions at

those times and the cash needs of the project as they develop. As to capital structure, Mr.

Addison testified that the Company will monitor its equity to capital ratios, and plans to

issue equity sufficient to finance the nuclear investment on a 50-50 debt/equity basis over

time. (Tr. IV, p. 932, 1.21 -p. 933, 1. 1.) The timing and amount of these future equity

issuances will also depend on future market conditions. (Tr. IV, p. 933, 1.1 - 3.)
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As Company witness Addison testified, this approach is in keeping with the

Company's standard practice when investing in major capital projects on its system. As

is typically the case, the timing and amount of future debt and equity issuances cannot be

predicted with specificity. (Tr. IV, p. 932, 1. 11 - 20.)

SCE&G will use revised rates under the provisions of the Base Load Review Act

to generate funds to pay debt service on the newly issued debt, and to provide earnings to

support the newly issued equity. (Tr. IV, p. 917, 1. 14 - 19.) These revised rate filings

will allow the Company to obtain a timely recovery of the cost of capital associated with

its ongoing investment in the construction of the new units as that construction proceeds.

In the Combined Application and the exhibits to the testimony of Company witness Best,

the Company has provided a detailed schedule of the revenue requirements to support its

investment in the new units year to year. It has also provided the projected rate

adjustments year by year to support this investment. The anticipated rate adjustments

will be made through revised rate filings under the Base Load Review Act. As Company

witness Addison testified, these adjustments are self-calibrating and will reflect the

current cost of debt, the current capital structure and the current amount of capital

investment in the Units at the time of each revised rates proceeding. They will reflect a

return on equity that is set at a rate, 11%, that is sufficient in current conditions, but can

change if the Commission sets a different return in a future rate proceeding. The rate

adjustments needed to support the construction of the Units will be spread over the period

between 2009 and 2019. In no year is any projected increase related to the investment in

the Units anticipated to exceed 4%. (Tr. IV, p. 924, 1.12 - 21 .)
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Basedon theevidenceontherecordin this proceeding,theCommissionfinds that

thefinancialplansetouthereis reasonable,prudentandpractical.

In addition, as Mr. Addison testified, this plan has been presentedto the

investment community, including rating agency personnel, investment analysts,

institutional investors,andhedge-fundinvestors. Theyhavebeensupportiveof theplan

andtheCompany'sability to raisecapitalunderit, assuminga positiveoutcometo these

proceedings.Their supportis indicatedin the strong investmentgradedebt ratingsthat

have been affirmed for SCE&G's debt, and in the reasonablestock prices that the

Companyhasmaintainedeven in the face of currentconditions. The evidenceon the

recordclearlysupportsthe Company'sability to financetheconstructionof Units2 and3

using its currentfinancingplan andthe mechanismsprovidedby theBaseLoadReview

Act. (Tr. IV, p. 943,1.5- p. 944,1.2.)

b. The Level of Detail Presented in the Plan

Certain of the intervenors challenged the level of detail presented concerning the

Company's financial plan. The testimony on the record of this case, however, shows that

the scope and detail of the financial plan as presented here is not in any way deficient for

purposes of this proceeding. As Mr. Addison testified, the plan presented here is the

same plan that has been presented to the rating agencies, to investment analysts and to

investors. The plan does not contain details concerning the size and dates of future debt

and equity issues, because those details depend on the timing of future cash needs, and

the nature of future market conditions which cannot be known at this time. (Tr. IV, p.

931, 1. 13 - 15.) Instead, under the Company's plan, the timing, size and terms of future
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debt and equity issuancesremainflexible. The recordshowsthat the scopeand detail

provided concerningthis plan is sufficient to allow the Commissionto evaluatethe

reasonablenessandprudenceof the decisionto build Units2 and3, andto determinethat

theplan is bothpracticalandrealistic. (Seegenerally,Tr. IV, p. 951- 955.)

c. SCE&G's Ability to Execute the Plan in Current
Markets

FOE and other intervenors challenge the reasonableness and prudence of the

Company's decision to proceed with the construction of Units 2 and 3 in the face of

current economic conditions. For instance, FOE's witness Brockway questioned whether

the Company will be able to raise the required funds given the recent liquidity crisis and

the tight financial markets that have resulted.

The record shows, however, that the Company has been able to maintain access to

capital even during the height of the liquidity crisis. The Company's CFO, Mr. Addison,

testified concerning the Company's experience during this period. He testified that

during the last week of September 2008, which was at the height of the liquidity crisis,

SCE&G went to the market for $250 million in 10-year first mortgage bonds to fund its

operations, including ongoing investments in Units 2 and 3, and to increase its cash

reserves. (Tr. IV, p. 928, 1. 17 - 19.) In all, the Company received formal expressions of

interest in these bonds that totaled $1.3 billion. (Tr. IV, p. 928, 1.22 - p. 929, I. 1.) In

light of this market response, SCE&G increased the size of the ultimate issue to $300

million and tightened the coupon interest rate on the bonds from 67/8 percent interest to

6½ percent. (Tr. IV, p. 928, I. 17 - p. 929, I. 3; Tr. IV, p. 950, 1. 19 - 20.) The bond

issue was successfully closed during the first week in October and, according to Mr.
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Addison,theCompanyhascontinuedto receiveunsolicitedinquiriesfrom largeinvestors

wantingto acquiremoreSCE&Gbonds. (Tr. IV, p. 928,1.17- p. 929,1.11.)

At the sametime, the Companyhas continuedto maintain a stock price that

supportsits accessto additionalequity capitalon reasonableterms. (Tr. IV, p. 928,1.10

- 15.) As to debt ratings, Moody's affirmed a strong, investment graderating for

SCE&Gin November,2008. (Tr. VI, p. 1241,p. 7 - 21.) Therating agencyspecifically

recognizedSCE&G's ability to accesscapital bond markets under current market

conditionsas evidenceof investors' "flight to quality and perceivedcomfort in lower

risksassociatedwith rate-regulatedbusinessactivities." (Tr. VI, p. 1242,1.4- 12.)

As Mr. Addisonpoints out, in timesof economicuncertainty,the markettendsto

favor stableandpredictablecompanieslike SCE&G as "safeharbors" for capital. (Tr.

IV, p. 929, 1. 14 - 21.) The record supportsthe fact that SCE&G does maintain

reasonableaccessto capitalin spiteof therecenteconomicdownturn. Currentconditions

havenot madeit impossibleor undulydifficult for SCE&Gto financetheconstructionof

Units2 and3. (Tr. IV, p. 951,1.13- 15.)

FOE statesin its Brief that, as recently as the end of September2008, Fitch's

ratings gave the Company a "Negative Outlook," due to "substantial financial

commitmentof its plan to constructtwo nucleargeneratingunits for servicein 2016and

2019, respectivelyas well as the constructionrisk and uncertaintiesassociatedwith a

project of this sizeand complexity." FOE Brief at 45. However,as SCE&G witness

Addisonpointedout, Fitch hadstatedin anAugust4, 2008pressrelease:"Ultimately, the

rating impact will depend on management'sfinancing plan, its ability to control
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construction costs, the regulatory treatment of investment expendituresand capital

marketaccess."(Tr. Vol.IV, pp. 912,1.24-913,1.2) Addisonnotedthat the Company

addressedthe cost-relatedrisk through the Firm/Fixed price elementsof the EPC

Contractandothermeasures.TheCompanyhasstatedit hasaccessto capital. Through

this Order,the Commissionhasresolvedthe regulatoryquestion. Addisonopinedthat

neitherthedrop in shorttermrating by Fitch,northe2007downgradeof SCE&G'scredit

rating put into doubt the Company'sability to financethe new units successfully. (Tr.

Vol. IV, p. 914, 1. 12-14.) Fitch downgradedthe short-termdebt of SCANA and its

subsidiaries,but affirmed its SingleA- ratingfor SCE&G asan issuerandanA+ rating

for SCE&G's seniorsecureddebt. Theratingchangesdo not castdoubton theability of

theCompanyto issuelong term debton reasonabletermson a going forwardbasis.(Id.)

SCE&G currently maintainsa stronginvestmentgraderating that hasbeenaffirmed by

two rating agenciesafter a comprehensivereview of the Company'splansfor building

andfinancingVCSNSUnits2 and3. (Tr. Vol. IV, p. 914,1.14-17.)

d. Santee Cooper as a Financial Partner

Certain of the intervenors have challenged the completeness of the record as to

the role of Santee Cooper in this project. As stated.above, SCE&G will own 55% of the

two plants and Santee Cooper will own the remaining 45% share. (Tr. XIII, p.2918, 1. 1-

5.). The Commission is not required to rule on issues concerning Santee Cooper's need

for the capacity it will purchase in Units 2 and 3 or the contribution to reliability and

system economy those Units will make to its system. Nonetheless, evidence in the record
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showsthat SanteeCooper and the cooperativesand municipalities it servesprovide

electricityto someof thefastestgrowingareasin SouthCarolina.

Certain of the intervenorshave questionedwhether the record in this case

demonstratesSanteeCooper's ability to fulfill its financial obligationsto the project.

However,astherecordshows,SanteeCooperis oneof the largestpublic powerutilities

in the nation. (Tr. IV, p. 934, 1.7 - 9.) It hasapproximately$1.4 billion in annual

revenueand$5.9billion in assets.To supportgrowth in its retail andwholesaleservice

territory, SanteeCooperhasaccessedbillions of dollars in capital in recentdecadesto

build andupgradepower plants. (Tr. IV, p. 934,1.10- 12.) SanteeCooper'sdebthas

beenconsistentlyratedAA by the majorrating agencies.(Tr. IV, p. 934,1.22 - p. 935,

1. 1.) On October 24, 2008, SanteeCoopersuccessfullymarketed$667 million in

revenuebondsin the midst of the ongoingmarketchallenges.(Tr. IV, p. 935,1.2 - 4.)

Taken together,SanteeCooper and SCE&G provide wholesaleor retail service for

approximately60% of thecustomersin SouthCarolina,havecombinedelectricrevenues

of over $3.3 billion, and combinedelectric assetsthat exceed$13 billion. They have

successfullypartneredin building and operatingUnit 1 for over 30 years.The record

clearly indicatesthat SanteeCooperis a partnerfor this project that is capableof living

up to its commitmentsto the project and of raising the capital necessaryto defray its

portion of thecostof constructingUnits 2 and3. Combined,SanteeCooperandSCE&G

representacapableteamfor this project. (Tr. IV, p. 935,954- 956.)Thereis no reason

to doubtthe commitmentby SanteeCooper'sboardand leadershipto participatein this

project. (Seegenerally,Tr. IV, p. 955)Whilethe Commissiondoesnot havejurisdiction
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overSanteeCooper,thefact that45%of theelectricitygeneratedby Units 2 and3 will be

generatedfor the benefit of cooperativecustomersin SouthCarolina is a significant

factorin its decision.

7. SCE&G's Ability to Oversee Construction of the Units

One important consideration concerning the reasonableness and prudence of the

construction plan is how SCE&G intends to oversee that construction to protect its

interests and the interests of its customers. The record in this proceeding contains a

detailed description of resources and an approach that SCE&G will use to ensure that

those interests are protected. (Tr. III, p. 617, 1.7 - p. 620, 1.7.)

a. Internal Oversight

The Commission finds that the Company will be able to manage and oversee the

construction of Units 2 and 3. Company witness Byrne testified that the Company's new

nuclear deployment team includes engineering, licensing, construction, quality assurance,

operations, training and accounting personnel who will provide comprehensive oversight

of project construction and administration of the EPC Contract. SCE&G was in the

process of hiring additional individuals at the time of the hearing. (Tr. III, p. 617, 1. 10 -

13.) Mr. Byrne testified that specific members of the team will be charged with oversight

of each component of the construction program and EPC Contract such that SCE&G's

oversight group will mirror the organizational structure of the Westinghouse/Stone &

Webster team that is building the Units. (Tr. III, p. 617, 1. 13 - 20.) Members of the

oversight group will sit in on construction meetings, participate in inspection, testing and

acceptance protocols, and review and monitor issues of cost, budget compliance and
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milestoneprogress.(Tr. III, p. 617, I. 20 - p. 618, I. 5.) All told, morethan50 SCE&G

personnelwill becommittedto the newnucleardeploymentteam. (Tr. II, p. 179,1.15-

17.)

This constructionoversightgroup, reporting to SCE&G's GeneralManagerof

New Nuclear Deployment, will meet, as necessary,with the Project Directors for

Westinghouse/Stone& Websterto review projectstatusandscheduleandwill alsomeet

with themmonthlyfor in-depthreviewsof budgetandpaymentissues. (Tr. III, p. 618,I.

1 - 11.) Thenew nucleardeploymentorganizationwill issuewritten reportsmonthly to

SCE&G's SeniorVice Presidentfor GenerationandChief NuclearOfficer andwill meet

quarterlywith the ExecutiveSteeringCommitteefor the Projectwhich is comprisedof

the Presidentof SCE&G andthe Chief OperatingOfficer of SanteeCooper. (Tr. III, p.

618,1.11- 15.) The GeneralManagerof the New NuclearDeploymentgroupalsohas

theauthorityto escalateissuesto this seniorleadershipgroupatany time. (Tr. III, p. 618,

1.15- 16.)

b. Third-Parl3, Oversight

In additionto the oversightfunctionsdiscussedabove,the plant constructionwill

besubjectto oversightandreviewby theNRC. As testifiedby CompanywitnessByrne,

the level of NRC oversight and control over the site will be significant and will be

comparableto what it would be for anoperatingnuclearpower plant, althoughfocused

specificallyon constructionandfabricationratherthanoperations. (Tr. III, p. 584,1.8 -

14.) The Companyexpectsas many as sevenNRC inspectorsto be on-site full time

duringconstruction. (Tr. III, p. 584,1.14- 16.) Accordingto Mr. Byrne,thenumberof
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inspectorswill be staged,beginningwith modulefabricationonsite,andadditionalNRC

inspectionteamswill be sent to the site on a regularbasisto inspectspecificactivities

suchaswelding, ITAACs, start-upandtesting. (Tr. III, p. 584,1.16- 20.)

In addition, this project will be subjectto regularand continuousreview and

oversightby the ORSpursuantto theBaseLoadReviewAct. S.C.CodeAnn. § 58-33-

277. Basedupon the foregoing,the Commissionfinds that the Companyhasproduced

sufficient evidenceto showthat it will be ableto sufficiently monitor and managethe

constructionof theUnits 2 and3at theJenkinsvillesite.

8. SCE&G's Ability to Operate Units 2 and 3 Successfully

Certain of the intervenors challenged SCE&G's ability to operate Units 2 and 3

successfully when constructed. Their concerns centered on SCE&G's size as a utility and

its lack of a fleet of nuclear plants. However, the record clearly indicates that SCE&G

has very successfully operated Unit 1 as a single unit for decades and has compiled an

excellent operating record. As Company witness Byrne testified, utilities that operate

fleets of nuclear plants nationally or regionally have not performed better or established a

better nuclear operating culture than SCE&G. (Tr. IV, p. 864, 1. 7 - 20.) In fact, he

testified that fleet utilities may be at a disadvantage in retaining and managing a skilled

operating team because their operations are widely disbursed and the chain of command

is longer. (Tr. IV, p. 864, 1. 77 - p. 865, 1.21.) Both Company witness Byrne and ORS

Witness Crisp testified concerning the strength of SCE&G's current nuclear operations

and culture. (Tr. III, p. 551, 1. 8 - 19; Tr. IV, p. 858, 1.20 - p. 859, 1.4.) The record
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showsthat SCE&Ghasbeenconsistentlysuccessfulin operatingUnit 1asa singleunit.

Thereis nothingto indicatethatSCE&GcannotalsosuccessfullyoperateUnits 2and3.

9. Risks of Construction

As required by S.C. Code Ann. § 58-27-250(8), SCE&G presented a

comprehensive list of the risk factors it had identified concerning the construction and

operation of the Units. (See Hearing Exhibit 2, SAB-7.) In his testimony, Company

witness Byrne discussed those risks and the steps that SCE&G is taking to mitigate their

potential to adversely affect the cost of the Units or the construction schedule for them.

(See generally, Tr. III, p. 615 - 617.)

The record shows that the risks of proceeding with construction of these Units

include licensing and regulatory risks, which include the risk that the NRC or other

licensing agencies might delay the project by delaying the issuance of necessary permits,

or might change regulatory or design requirements so as to increase costs or create

construction delays. Risks of the project also include the risks related to the design and

engineering that remains to be done on the Units; risks of procurement, fabrication and

transportation related to equipment and components for the Units; construction and

quality assurance risks generally; risks related to hiring, training and retaining the

personnel needed to construct and operate the Units; financial and inflation risks; and

disaster and weather-related risks. (Tr. III, p. 615, 1. 14- 21.)

In ruling on whether the decision to construct Units 2 and 3 is reasonable and

prudent, the Commission must evaluate the risks of constructing these units compared to

the risks of meeting the energy needs of SCE&G's customers by other means. As Mr.
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Byrne and Mr. Marsh testified, the risks related to other alternatives include the

uncertainty as to future CO2 emissions cost; the uncertainty as to future coal and natural

gas prices and supplies; the relatively large amount of coal and gas-fired generation

already included in SCE&G's generation mix; the uncertainty as to the future costs and

availability of AP1000 units or other nuclear units; the loss of special federal tax

incentives if construction is deferred and other factors. (Tr. III, p. 616, 1.4 - 20; Tr. II,

p. 170, 1. 15-p. 172, 1.16.)

There is no risk-free means to meet the future energy needs of SCE&G's

customers or of the state of South Carolina. Based on the evidence of record, the

Commission finds that it is reasonable and prudent to proceed with the construction of

Units 2 and 3 in light of the information available at this time and the risks of the

alternatives. As the record also indicates, the Company has taken reasonable steps to

identify and mitigate risk factors related to this project. The Commission has reviewed

the risks of the project as mitigated by SCE&G and has determined that it is reasonable

and prudent to assume these risks in light of the risks of reliance on other energy sources

to meet customers' future energy needs.

10. Risk Shifting

FOE has proposed that the Commission should attempt, in its base load review

order, to preclude SCE&G from seeking recovery of any additional costs that might arise

due to the occurrence of specified or unspecified risks of the project. The Commission

finds that this request is contrary to the language and intent of the Base Load Review Act.

That Act envisions a thorough prudency review of the decision to construct the Units at
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this juncture. As the Act envisions,ORS and the otherpartiesto this casehave been

givena full opportunityto conductdiscoveryandpresentevidenceon theprudencyof the

Company'sdecision to proceedwith the construction. ORS has in fact conducteda

thoroughinvestigationof the decisionto constructtheUnits andhasemployeda diverse

panelof well-qualified internalandexternalexpertsto do so. For its part,the Company

haspresentedcomprehensiveand candidtestimonyconcerningits risk assessmentand

decisionmakingprocessrelatedto theseUnits.

The Commission's approval of the reasonablenessand prudency of the

Company'sdecisionto proceedwith constructionof theUnits restson a thoroughrecord

and detailedinvestigationof the information known to the Companyand the partiesat

this time. Onceanorderis issued,theBaseLoadReviewAct providesthatthe Company

may adjust the approved construction schedule and schedulesof capital cost if

circumstancesrequire,so long asthe adjustmentsarenot necessitatedby the imprudence

of the Company. S.C. Code Ann. § 58-27-270(E). The statutedoes not allow the

Commissionto shift risksbackto theCompany,asMs. Brockwaysuggests,nor doesthe

Commissionfind any justification for doing so in the record of this proceeding. In

addition, risk shifting could jeopardizeinvestors' willingnessto provide capital for the

projecton reasonabletermswhich, in turn, couldresultin highercoststo customers.

B. Anticipated Construction Schedules and Contingencies and

Anticipated Components of Capital Cost and the Schedules for Incurring

Them with Contingencies

The Base Load Review

anticipated construction schedule

Act requires the Commission to determine "the

for the plant including contingencies [and] the
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anticipatedcomponentsof capitalcostsandthe anticipatedschedulefor incurringthem,

includingspecifiedcontingencies."S.C.CodeAnn. § 58-33-270(B)(1),(2).

I. Construction Schedule

As discussed above, Westinghouse/Stone & Webster has contractually committed

to have substantially completed Unit 2 by April 1, 2016 and Unit 3 by January 1, 2019.

An anticipated construction schedule, in the form of a milestone schedule leading to

completion of the two Units by the substantial completion dates mentioned above, was

included in the Combined Application as Exhibit E and was introduced into the evidence

as Hearing Exhibit 2, SAB-5 ("Exhibit E"). As to Exhibit E, the Commission finds that

the milestone schedule it contains represents an appropriate anticipated construction

schedule for the plant as required by the Base Load Review Act and approves it as such.

The Commission has also reviewed the detailed construction schedule comprising Exhibit

E to the EPC Contract which was entered into the record as Hearing Exhibit 5. This

detailed construction schedule lists thousands of individual activities and tasks. Certain

interveners suggested that this document might form a suitable approved construction

schedule for purpose of this order, but this schedule is too detailed and subject to too

much change and amendment to serve as the approved construction schedule envisioned

by S.C. Code Ann. § 58-33-270(B)(1).

2. Plant Construction Cost Forecasts

The anticipated components of capital cost for the Units are set forth on Exhibit F

to the Combined Application, which was entered into the record of this proceeding as

Hearing Exhibit 16, EEB-1 ("Exhibit F" - Public Version). This capital cost schedule
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shows the anticipatedcapital cost of the plant and associatedtransmission,by year,

brokendown into the sevencost categoriescontainedin the EPC Contract,aswell as

owner's cost, transmissioncost, andthe forecastedamountof AFUDC. This schedule

also sets forth the capital cost contingency associated with the plant costs and

transmission costs by year. The base dollars in the schedule are all 2007 dollars, and

inflation or escalation adjustments are separately stated by year for each of the major

types of cost (plant cost, transmission cost, and contingencies).

SCE&G Witness Byrne testified that the estimates of EPC and owner's costs

contained in Exhibit F are reasonable and provide a reliable forecast of plant costs based

on the information known to the Company at this time. The Commission accepts this

testimony as credible and finds that the plant construction cost projections set forth on

Exhibit F, specifically the Cumulative Project Cash Flow, provide an appropriate

schedule of capital cost of Units 2 and 3 for purposes of this proceeding. (Tr. III, p. 601,

1. 10 - p. 602, 1. 12.) As the Base Load Review Act envisions, the Commission is

approving an overall capital cost per year for the project. The anticipated schedule of

construction cost for the project is the Cumulative Project Cost Flow in Exhibit F (Public

Version). The more detailed cost categories set forth in Exhibit F (Confidential Version)

should be updated for reporting and monitoring purposes, but are not the basis on which

compliance with capital cost schedules established herein will be determined going

forward.
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3. Transmission Cost Forecasts

Company witness Young testified concerning the transmission upgrades that

would be needed to deliver the power produced by Units 2 and 3 to customers and the

cost of those upgrades. (See generally, Tr. XII, p. 2716 - p. 2729.) His testimony

supports the reasonableness of those cost estimates. Id.) The Commission accepts this

testimony as credible and finds that the transmission cost projections set forth on Exhibit

F provide an appropriate basis for establishing the anticipated cost of transmission

improvements associated with Units 2 and 3 for purposes of this proceeding.

Company witness Young further testified that SCE&G intends to reroute the new

transmission line it will build to support Unit 2 to better serve growth along the Interstate

77 corridor north of Columbia. (Tr. XII, p. 2721, 1. 6 - 20.) The estimated cost of the

line as originally routed is 74.2% of the estimated cost of the rerouted line. (Tr. XII, p.

2722, I. 20 - p. 2723, 1. 3.) In keeping with standard practice in such cases, SCE&G

intends to treat 74.2% of the rerouted line as a cost of Unit 2 with the balance being

considered as a routine increase in transmission system investment and not as a plant cost

under the Base Load Review Act. SCE&G has asked to be allowed to adjust this

percentage if such an adjustment is required due to an expansion in the scope of the line

construction project in the future. (Tr. XII, p. 2723, 1. 3 - 5.) The Commission finds that

this request is reasonable and appropriate and grants it on the term set forth in Mr.

Young's testimony.
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4. The Construction Cost Contingency Pool

The Base Load Review Act requires that the Commission establish contingencies

to apply to the estimate of plant capital costs approved under its terms. S.C. Code Ann. §

58-33-270(b)(2). As set forth in the testimony of Company witnesses Byrne and Best, in

preparing Exhibit F, the company established a cost contingency percentage for each

pricing category under the EPC Contract, as well as for owner's costs and transmission

costs. These contingency percentages were determined as a matter of sound engineering

judgment based on SCE&G's assessment of the potential for actual costs to be greater

than the forecasted costs based on such things as the anticipated need for change orders,

the potential for work delays due to weather or unanticipated conditions, the potential for

delays in receiving licenses and permits, the possibility that actual inflation would exceed

applicable estimates or indices, and the possibility that the estimates of the units of time

and materials used to price the project might understate actual requirements. (Tr. III, p.

620, 1.13 - p. 621, 1. 11 ; Tr. VII, p. 1634, 1. 17 - p. 1635, 1.8; Exhibit 16, EEB-2, p. 4)

The Commission has reviewed these contingencies and finds that they represent a

reasonable set of contingencies for use in forecasting the cost of this project under S.C.

Code Ann.§ 58-33-270(B)(2). The contingency percentage applied to each cost category

bears a reasonable relationship to the risk of additional costs being incurred in that

category. In total, the contingency pool included on Exhibit F represents a significant but

not excessive percentage of the total project budget. The Commission finds that it is

reasonable and prudent to include the contingencies proposed by the Company in the cost

estimates for Units 2 and 3 as approved in this order.
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In reaching this decision, the Commission has considered two arguments made by

the South Carolina Energy Users. The first is the argument that S.C. Code Ann. § 58-33-

270(B)(2) does not allow the Commission to establish a construction cost contingency

pool. The statutory provision in question requires that the Commission establish "the

anticipated components of capital costs and the anticipated schedule for incurring them,

including contingencies." (Id.) The Commission finds that the plain meaning and

grammatical structure of this statutory provision intends that contingencies be provided

both for capital costs and for the schedule for incurring capital costs. In addition, cost

contingencies are a standard and recognized feature of construction budgets. If such

contingencies were not allowed under the Act, the Company would be required to seek an

amendment to the base load review order for every change order, scope or design change,

or mis-forecast of owner's cost or transmission cost during the life of the project. This is

not a reasonable reading of the statute. Instead, the Commission reads the statute as

authorizing the Company to include a reasonable capital cost contingency in its filings,

for evaluation and approval by this Commission. There is no logical or policy reason to

read the statute otherwise.

The second argument made by the Energy Users is that the Company double-

counted inflation in calculating the amount of the contingency presented in Exhibit F.

The Energy Users did not present any testimony concerning this point from its witness

Mr. O'Donnell, but instead attempted to develop this point on cross examination of Ms.

Best and Mr. Addison. (See generally, Tr. VII, p. 1738, I. 13 - p. 1741, 1.2; Tr. VI, p.

1204, 1.23 - p. 1207, 1.5.) Both denied any such double counting. (Tr. VII, p. 1740, 1.4
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- p. 1741,I. 2; Tr. VII, p. 1741,1.23; Tr. VI, p. 1206,1.10- p. 1207,I. 5.) Moreover,a

review of Exhibit F establishesthat the Companyin fact allocatedcontingencyamounts

by year in 2007dollars,and thenescalatedthem to current yeardollarsonly once.The

Commissionfinds thattheCompanydid notdoubleescalateanycontingencyamounts.

5. Administration of the Construction Cost Contingency Pool

As Company witness Byrne points out, the timing of the use of contingencies is

by definition unpredictable and may occur in one part of the project and not in others.

(Tr. III, p. 622, 1.20 - p. 623, 1.4.) For that reason, the Company asked for the right to

treat the total amount of contingency for the project as a single pool of funds such that it

can allocate contingencies among categories and years as circumstances dictate. (Tr. III,

p. 622, 1.8 - 11 .) According to the Company, doing so would not change the overall cost

of the project in 2007 dollars, but would allow for greater flexibility in administering the

cumulative cash flow as issues arise in the construction process. As contingency amounts

are moved from year to year, they would be adjusted to properly account for any

applicable inflation related to them. (Yr. III, p. 622, 1.18 - p. 623, 1.4.)

We reject this proposal. We believe that the Company's proposal allows too

much flexibility in the use of the funds. A better plan is to allow these amounts to be

pooled on a prospective basis. In other words, the Company should be allowed to carry

any unspent balance of its allocated yearly contingencies in Exhibit F from a current

project year into the following years with appropriate inflation adjustments. Further, the

Company is allowed to spend contingency amounts from future years sooner than

anticipated on the schedule in Exhibit F, Chart A, provided that those contingencies are
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associatedwith capital costs which are being acceleratedup to 24 months aheadof

schedule,as also allowed underthis Order. We hold that theseconditionsbalancethe

Company's need for flexibility with the closure for accountabilityadvocatedby the

intervenors.

6. Schedule Contingencies

The Base Load Review Act requires that the Commission establish contingencies

to apply to the plant construction schedule approved under its terms. S.C. Code Ann. §

58-33-270(B)(1). In its application and testimony, the Company asked for a construction

schedule contingency of 30 months that would apply to the substantial completion dates

of each unit and to each of the milestones set forth on Exhibit E. These schedule

contingencies reflect the fact that there are inevitable risks and uncertainties surrounding

a construction project as complex as that envisioned here. As Company witness Byrne

testified, SCE&G's most significant schedule risks concern the issuance of a COL which

is a prerequisite to Westinghouse/Stone & Webster being able to proceed with nuclear

safety-related construction. Other schedule concerns would involve major components

being damaged in transit or their manufacturing being delayed for any number of reasons.

Mr. Byrne testified that a delay of up to 30 months, while unlikely, is not inconceivable,

and would not be likely to change SCE&G's commitment to complete the plant. (Tr. III,

p. 623, 1.20 - p. 624, 1.3; Tr. III, p. 629, 1.7 - 13; Tr. III, p. 709 1. 1 - 9.) Given the full

scope of the project, 30 months reflects a schedule contingency of approximately 20%.

As both Mr. Addison and Mr. Byrne testified, a reasonable schedule contingency

allows SCE&G to assure the financial community that even a significant delay would not
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takeawaythe assurancesprovidedby theBaseLoadReviewAct. Suchassurancesarea

valuablemeans of increasinginvestor confidencein the project, whether or not the

schedulecontingencyis everused. Furthermore,a longerschedulecontingencydoesnot

undercutthe Company'scommitmentregardingprice. Regardlessof how the schedule

contingencymay beused,theCompanymuststill meetthefinancialtargetof completing

theplant for $4,534,747,000in 2007dollars(netof AFUDC) to remaineligible to benefit

from theBaseLoadReviewAct's provisions.

ORSWitnessCrisp statedthat the schedulecontingencyshouldbe limited to 15

months,andthat SCE&G berequiredto receiveORSapprovalto extendit to 30months

if cost projectionsarenot beingmet. However,Crisp also cited a numberof possible

reasonableschedulingcontingencyperiods,includingan 18monthalternative.Yr. IX, p.

2281, 1.13.

We hold that, for a project of this magnitude, a possible delay of 30 months is

simply too long a period in the absence of Commission review of the circumstances

surrounding the delay. The Company will have to seek approval of this Commission if it

desires to delay its anticipated milestone schedule, or a component of its milestone

schedule, by more than 18 months.

7. Capital Cost Rescheduling

The Base Load Review Act provides for the Commission to establish

contingencies to apply to the schedule on which capital costs are incurred. In the

Combined Application, the Company has requested that the order in this proceeding

allow it to shift costs within Exhibit F to the Combined Application, by accelerating
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amountslisted thereby up to 24 months,or by delayingamountslisted thereby up to 30

months. As the Company'sWitnessMr. Byrnetestified, it maybepossibleto accelerate

someor all aspectsof constructionof the Units if NRC licensingtakesless time than

expected,if weatherand site conditionsaremore favorable than expected,or if other

circumstancespermit. It is in the interestof theCompanyandits customersto complete

the Units as early as possible,and advancingelementsof the schedulemay allow this.

However,without a schedulecontingencyallowing theamountsreflectedin Exhibit F to

beadvanced,SCE&G could be in a positionof exceedingthe CumulativeProjectCash

Flow becausethe project was aheadof schedule. (Tr. III, p. 624, 1.6 - 22.) For the

reasonsstated in the Combined Application and the testimony of Mr. Byrne, the

Commission finds that the requested24-month cost acceleration contingency is

reasonableandshouldbegranted.

The other aspect of the Company's request is that, consistent with the

constructionschedulecontingencyof 30months,it be alloweda 30-monthcontingency

to move portionsof forecastedplant costsinto the future wherecircumstancesrequire.

This delay contingencywill allow the forecastedplant cost categoryexpendituresas

listedon Exhibit F to remainin stepwith the constructionscheduleas it evolvesandwill

otherwiseprovide the Companywith a meansto insureinvestorsthat theprotectionsof

the BaseLoadReviewAct will not be lost if delayspushcapitalcost paymentsinto the

future. As mentionedabove,suchassurancesarea valuablemeansof increasinginvestor

confidencein theproject whetheror not they areeverused. Furthermore,the Company

must still completethe plant for $4,534,747,000in 2007 dollars (net of AFUDC) to
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remain eligible for revised rates under the Base Load Review Act. This Commission

finds, however, that in the absence of Commission review of the circumstances

surrounding the delay, a 30-month capital cost rescheduling contingency is unreasonable

and should be denied. For a project of this magnitude, the 30-month period is simply too

long a period without Commission review.

We hold that an 18-month capital cost rescheduling contingency period, which is

consistent with the construction schedule contingency period granted above, should be

approved. The Company may therefore shift into the future any part of the funds

contained within any of Plant Cost Categories or the Transmission Project cost categories

listed on Exhibit F by up to 18 months, as circumstances indicate, consistent with the

provisions of this Order. A shifting into the future of any part of the funds any further

than 18 months will require the approval of this Commission.

C. Inflation Indices

The Base Load Review Act requires the Commission to establish inflation indices

covering major cost components or groups of related cost components of the plants. The

inflation indices used by the Company in preparing Exhibit F, and proposed for adjusting

those capital costs during plant construction are set forth in Exhibit I. (Hearing Exhibit

16, EEB-2-P.) As set forth in Exhibit I, the project costs have been allocated into nine

cost categories that are defined by risk profiles for each category. (Tr. VII, p. 1634, 1. 17

- 19; Hearing Exhibit 16, EEB-2-P.) Three of these cost categories involve costs that are

fixed or firm with contractually fixed rates of escalation. (Tr. VII, p. 1634, 1. 19 - 21.)

As to these items, there is no need for the Commission to specify a different inflation
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index, sinceescalationis alreadyincludedin the price,or will be includedwhenthecost

is billed usingthecontractuallyestablishedescalationrate.

Companywitness Best has testified conceming the inflation indices that the

Companyproposesto use in adjustingthe othercost categories. In Exhibit I, Ms. Best

hassubmittedthe specificyear-by-yearvaluesfor eachindex aswell asthree,five and

ten-yearaverages.Ms. Besttestified that eachof the indicesis widely-acceptedin the

industryandis appropriatefor usein escalatingtheparticularcategoryof costto which it

(Tr. IV, p. 923, 1.22 - p. 924, 1.3.) Theseindicesare discussedintendedto apply.

separatelybelow.

1. Handy-Whitman Indices

Five of the above-enumerated cost categories provide for the fixed or actual costs

to be adjusted through application of various Handy-Whitman indices. (Exhibit I, pp. 2 -

3.) As testified to by Company witness Best, the Handy-Whitman indices are well-

recognized and commonly used in the utility industry to estimate the cost of constructing

facilities. (Tr. VII, p. 1639, 1. 9 - 11.) According to Ms. Best, SCE&G has used these

indices for decades and has determined that they are reliable and useful for estimating the

cost of construction of utility facilities. (Tr. VII, p. 1639, 2. 11 - 13.) Depending upon

the category of costs, SCE&G has proposed the use of the Handy-Whitman All Steam

Generation Plant Index, the All Steam & Nuclear Generation Plant Index, and the All

Transmission Plant Index to determine the escalation amount relative to specified cost

categories. (Hearing Exhibit 16, EEB-2, p. 2 - 3.) The Handy-Whitman indices also are

broken down by region, and SCE&G is using the South Atlantic Region indices for
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purposesof calculatingthe escalationadjustmentin this proceeding.(/d.) ORSwitness

Crisp testified that Handy-Whitmanis an industry standardfor escalatingconstruction

costsand using the SouthAtlantic Region packageassuresthat costsare reflective of

regionaleconomicconsiderations.(Tr. VIII, p. 1912,1.1- 4.)

TheHandy-Whitmanindicesset forth in Exhibit I areindicesthat aretargetedto

the specifictypesof utility constructioninvolved in this project aswell asthe region in

whichthat constructionwill takeplace. For thesereasons,theCommissionfinds theuse

of the Handy-Whitmaninflation indicesto be appropriatefor useas proposedby the

Companyin Exhibit I.

2. Chained GDP Index

The Company has, for planning purposes, utilized the Gross Domestic Product

Chained Price Index (GDP-CPI) to escalate owner's costs. This cost category includes

SCE&G's internal labor cost associated with overseeing and managing the project as well

as materials, insurance, overheads, and similar costs incurred directly by SCE&G. (Tr.

VII, p. 1642, 1.7 - 11.)

The GDP-CPI is a commonly-used index of general escalation published by the

U.S. government. (Tr. VII, p. 1642, 1. 10 - 11.) The Commission finds the use of the

GDP-CPI inflation index to be appropriate for use in escalating owner's costs in this

project as proposed by the Company in Exhibit I.

3. EPC Fixed Adjustments

Within the EPC Contract, the Firm with Fixed Adjustment A and Firm with Fixed

Adjustment B cost categories, are subject to escalation based upon fixed escalation
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percentages. Firm with Fixed Adjustment A representscertain plant components

specified in the EPC Contract. Firm with Fixed Adjustment B representsspecific

Westinghousecharges.(Tr. VII, p. 1637,1.19- 22.) Thesecostsareescalatedbasedon

the escalationpercentagespecifiedin the EPCContract.Accordingto Companywitness

Best,thedifferencebetweenthesetwo categoriesregardinganinflation adjustmentis that

Firm with Fixed Adjustment B requires, in addition to the escalation percentage

containedin Firm with Fixed Adjustment A, a modestadditional amountintendedto

compensateWestinghousefor the additionalanticipatedcost of attractingand retaining

qualified nuclearengineersand othernuclearspecialistsand for assumingthe costrisks

involved in the specifically nuclearaspectsof this project. (Tr. VII, p. 1637,1.22 - p.

1638,1.6.) The Actual escalationpercentagesassignedto eachof theserisk categories

aresetforth in confidentialversionof Exhibit I. (HearingExhibit 16,EEB-2)

The Commissionfinds that thesecontractualfixed escalatorsreflect reasonable

escalation percentages that are the result of extended negotiations between

Westinghouse/Stone& WebsterandSCE&G. Thesepercentageswill in fact beusedto

determinethe chargesthat SCE&Gwill pay for costsincurredunderthe EPCContract.

As such, it is appropriatethat the Commissionallow them to be usedin escalatingthe

costcategoriesto whichtheypertain,assetforth in Exhibit F.

4. Administration of the Inflation Indices

In the Combined Application, and in the testimony of Company witness Best, the

Company specified how it proposed to update the schedule of capital costs approved in
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this orderfor changesin the inflation indices. Specifically,in the CombinedApplication

theCompanyrequested:

For pastperiodswhereactualindex information is availableat thetime SCE&G

files its report,SCE&G proposesto usethat actualindexinformation in recalculatingits

capitalcostprojections;

For pastperiodswhereactualindex datais not yet availableat the time SCE&G

files its report,SCE&Gproposesto usethe averagefor the mostrecent12-monthperiod

for which actual data is then available (the "Current 12-MonthData"). If Current 12

Month Data is usedfor anypastperiod, that datawill be updatedin futurereportswhen

actualindexinformationbecomesavailable.

SCE&G alsoproposesto useCurrent 12-MonthDatato updateforecastsfor the

12-monthperiodthatfollows thecloseof eachcurrentreportingperiod.

Forperiodsmorethan 12monthsbeyondthecloseof thecurrentreportingperiod,

SCE&G proposesto use the most current five-year averagefor the applicableinflation

index.

In caseswhere out-of-periodadjustmentsare madein index information, those

adjustmentswill bereflectedin thenext reportfiled.

During constructionof the Units, the Companywill be requiredto calculatethe

escalationassociatedwith actual payments made or cost incurred. The Company

proposesto do this by converting the actual cost incurred to 2007 dollars using the

appropriateescalationadjustment.It would thenaccountfor thebasecostof the itemand

theassociatedescalationusingtheresultingfigures. Suchanadjustmentwill berequired
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for all costsexceptfor Fixedwith No Adjustmentitemswhereno escalationadjustment

isrequired.

This approachto updating cost data is consistentwith the approachused in

forecastingthe costof the Units, assetforth in Exhibit F to the CombinedApplication.

The Commissionfinds that this approachto updatingthe schedulesof capital costsis

reasonableandapprovesits use.

5. Conclusion as to Escalators

Based upon the foregoing, the Commission hereby establishes the cost escalators

as specified in Exhibit I to be the escalators to be used by the Company for updating the

forecasts of plant and transmission construction costs approved in this order. The

Commission directs the Company to use those indices to update the forecasted costs in its

quarterly reports to the ORS and the Commission using the protocols set forth above.

D. Return on Equity

Pursuant to the Base Load Review Act, the Commission is required to establish

the return on equity related to the base load plant construction. For the purposes of the

Combined Application, SCE&G is requesting that the 11.0% return on equity established

in Order 2007-855-E apply to revised rates filings related to Units 2 and 3. (Tr. IV, p.

924, 1. 12 - 15.) The Company has testified that it believes that, currently, a return on

equity set at that 11.0% level will provide sufficient cash flow to support financing of the

Units, and will meet investors' reasonable expectations of a return given the risks

involved in base load construction. (Tr. IV, p. 924, 1. 17 - 20.) The Commission finds
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that the Company's request regarding return on equity is authorized under the Base Load

Review Act, S.C. Code Ann. §§ 58-33-250, and 58-33-220(16), and is approved.

E. Rate Design/Class Allocation Factors

Pursuant to the Base Load Review Act, the Commission, in a base load review

order, shall establish the rate design and class allocation factors to be used in calculating

revised rates related to a base load plant. In establishing revised rates, all factors,

allocations, and rate designs shall be as determined in the utility's last rate order or as

otherwise previously established by the Commission, except that the additional revenue

requirement to be collected through revised rates shall be allocated among customer

classes based on the utility's South Carolina firm peak demand data from the prior year.

S.C. Code Ann. § 58-33-270(D).

The Company's electric rates were last approved by the Commission in Order No.

2007-855. As required by the Base Load Review Act, in establishing the proposed

revised rates, SCE&G has utilized the factors, allocations, and rate design used to

establish revised rates approved by the Commission in the prior rate order. (Tr. XII, p.

2836, 1.1 - 3.)

In the Combined Application, the Company indicated a target revenue increase of

$8,986,000. The ORS audit of the Company's application revealed that the Company

had not allocated any of the proposed revenue requirements to its wholesale service. (Tr.

IX, p. 2355, 1. 5 - 8.) As indicated above, SCE&G's major wholesale customers are

anticipated to leave the system in the near future, but those departures have not taken

place yet. Taking the Company's wholesale jurisdiction into account, and based on the
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Company's summer 2007 coincident peak, ORS proposed an allocation of the target

revenue increase to retail and wholesale of 94.33% and 5.67%, respectively. (Tr. IX, p.

2355, 1. 8 - 9.) ORS witness Mrs. Malini Gandhi testified that based on ORS's

examination of the books and records of the Company, the total additional revenue

requirement is $8,271,484, with a resulting retail service class revenue increase of

$7,802,491. (Tr. Vol. IX, p. 2335, 1. 19-22.) These amounts were calculated using total

Company CWIP of $65,960,797, as reviewed and examined by ORS audit staff, through

June 30, 2008. (Tr. Vol. IX, p. 2335, 1.7-8.) Applying the updated tax grossed up cost of

capital of 12.54% supplied by Dr. Carlisle in Hearing Exhibit 26, Mrs. Gandhi

determined the additional revenue requirement is $8,271,484. The application of the

retail jurisdictional factor of 94.33% to the total Company revenue requirement of

$8,271,484 results in an additional retail revenue requirement of $7,802,491. (Tr. IX, p.

2356, 1. 1 - 3.) The Company reviewed the ORS recommendation and agreed that the

allocation factors in its proposed rate increases should be adjusted to reflect an allocation

of a part of the total revenue requirement to wholesale customers accordingly. (Tr. XII,

p. 2844, 1.8 - p. 2845, 1. 18.) 4 Based upon the ORS testimony, the Company modified

Exhibit N to the Application (Hearing Exhibit 36.) to reflect a recalculated retail revenue

requirement of $7,800,664. (Tr. XII, p. 2846, 1. 15 - 19.) 5 The Commission notes that

these allocations may need to be reviewed and readjusted in future revised rates filings if

wholesale customers depart the system as anticipated.

4 A typographical error in the Court Reporter's transcript identifies these pages as pp. 2744 and 2745.

5A typographical error in the Court Reporter's transcript identifies this page as p. 2746.
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As further required by the Base Load Review Act, the additional revenue

requirementto be collectedthrough revisedrateshasbeenallocatedamongcustomer

classesbasedon the Company'sSouthCarolinafirm peakdemanddata from the prior

year. For the purposesof allocatingthe proposedrevised ratesin this case,SCE&G

utilized datafrom the summerpeakfor 2007. (Tr. IX, p. 2836, 1.3 - 7.) Accordingto

CompanywitnessJackson,theSummer2007peakdemandoccurredonAugust10,2007.

(Tr. IX, p. 2836,1. 16.) Using this peakdemanddata,the relativepercentagesof retail

demandallocationfor thevariousclasses,asreflectedin HearingExhibit 35,KRJ-1,p. 1,

areasfollows: ResidentialServiceis 48.10%;SmallGeneralServiceis 17.98%;Medium

GeneralServiceis 11.27%,and;LargeGeneralServiceis 22.65%. (Tr. IX, p. 2836,1.16

- 20.) The summerpeakdemandallocationmethodologyusedby SCE&Gto determine

thesepercentagesis thepeakdemandmethodologyhistorically usedby the Commission

in settingSCE&G's rates.(Tr. XII, p. 2836,1.20- 2837,1.1.)

In reviewing the proposed rate design and class allocation factors, the

Commissionnotes that the Companyis not requestingto make any adjustmentto the

basic facilities or demandchargesin the revisedratesassociatedwith this proceeding.

(Tr. XII, p. 2839, 1.2 - 8.) TheCompanytestified that it hasbeenits practiceover the

last twenty years to adjust basic facilities chargesfor retail electric service in even

increments,typically of $0.50 or more, and no suchchangeis being requestedin this

proceeding.TheCompanyreservedits right to adjustthesechargesin futureproceedings

if the indicatedincreaseto anyof thesechargesis $0.50or moreafterroundingin $0.50

increments. (Tr. XII, p. 2839, 1. 2 - 8.) The Companyalso seeksauthorizationto
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various parties that were taken under advisement by this Commission.

Commission'srulingson thoseobjectionsandmotionsareasfollows:

increasedemandchargesin future revisedratesfilings when the sizeof the indicated

increasein demandchargesmakesit reasonableto doso.

Basedupon the evidenceand testimony, the Commissionadoptsas just and

reasonableandin thepublic interest,theratedesignandclassallocationfactorsproposed

by theCompanyin this proceeding.

F. Revised Rates: Current Investment

Pursuant to the Base Load Review Act, the Commission shall specify in a base

load review order, the initial revised rates, reflecting the utility's current investment in

the plant. The proposed revised rates for each customer class were submitted in this

proceeding in Hearing Exhibit 36. Under the proposed revised rates, the Residential class

will have an average increase in rates of 0.43%, the Small General Service class will have

an average increase in rates of 0.39%, the Medium General Service class will have an

average increase in rates of 0.41%, and the Large General Service class will have an

average increase in rates of 0.34%. (Hearing Exhibit 36).

The Commission adopts as just and reasonable and in the public interest, the

proposed rates as submitted by the Company in Hearing Exhibit 36 in this proceeding and

authorizes the use of these rates for bills rendered for retail electric service thirty (30)

days following the issuance of this Order.

V. PROCEDURAL AND EVIDENTIARY MATTERS

During the course of the hearing several objections and motions were raised by

The
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First, during the public comment portion of this proceeding, the Company asked

for a standing objection to the introduction of and reliance upon opinion testimony by lay

witnesses regarding subject matters at issue in this proceeding that require special skill,

knowledge, experience, and training. See South Carolina Rules of Evidence, Rule 702

(regarding expert testimony on issues of scientific, technical, or other specialized

knowledge). The Company specifically raised concerns that lay witnesses would offer

unqualified opinions regarding SCE&G's financial health and well-being, entitlement to

rate recovery under the Base Load Review Act, the terms and provisions of the Base

Load Review Act itself, the AP1000 units themselves, SCE&G's need for power,

demand-side management programs, including energy efficiency and conservation, as

well as rate recovery. (Tr. I, p. 13, 1. 13 - p. 14, 1. 14.) The Commission holds that this

rule is permissive, in that it states that if expert testimony would be helpful in

understanding a case, expert testimony may be offered. In our view, this rule does not

bar opinion testimony by lay witnesses. Although expert testimony in the present case

was clearly warranted, we believe that it was reasonable and prudent to hear the "¢iews of

the public on topics related to the proposed construction of the new nuclear units. This

Commission sits as a trier of fact, akin to a jury of experts. Hamm v. SCE&G, 309 S.C.

282, 422 S.E. 2d 110 (1992). The role of a jury is to weigh the evidence. South Carolina

State Highway Department v. Townsend, 265 S.C. 253, 217 S.E. 2d 778 (1975).

Accordingly, this Commission is entitled to hear testimony and give that testimony

whatever weight it deems appropriate during the course of the hearing. We would note

that some of the testimony objected to by the Company was actually favorable to the
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Company'sposition. In anyevent,theCompany'sobjectionmustbeoverruled.

Second,The Companyobjectedto portions of the prefiled testimonyof FOE

WitnessBrockwayon the groundsthat theycontainedrecommendationsthatarecontrary

to the expresslanguageof the BaseLoad Review Act. (Tr. III, pg. 349, 1. 18 - 21.)

Specifically,the Companyobjectedto recommendationsfound on page9 at line 13 to

page10atline ll, andpage48 at line 3 to page49 at line 13. (Tr. III, pg. 353,1. 11-

15.)

Ms. Brockway's testimony,in relevantpart,containedtwo recommendations.In

the first, Ms. Brockway recommendedthat the Commissionrule that the Company

assumestherisksthatpertainto its choiceof two nucleargenerationfacilitiesby ordering

thatno furtheradjustmentto the approvedscheduleor budgetfor completionof theplant

may be made on accountof the risks determinedby the Commissionto have been

inadequatelyconsideredby the Company. To theextenttheCompanymakeschangesto

thescheduleor thebudgetasthe resultof theoccurrenceof the factorfoundto posesuch

a risk, the Companymay not seekan increasein ratesor extensionof depreciationor

amortizationto recoveryanycostsabovethoseapprovedin this docket.(Tr. III, p. 366,1.

13- p. 367,1.3.) In the second,Ms. Brockwayrecommendedthatthe Commission,if it

were not inclined to denythe applicationoutright, defer the considerationof anyBase

Load Review Act applicationpending(a) a returnof the financial marketsto solvency

andstability, (b) areassessmentof the loadforecastandfinancial analysisunderlyingthe

proposalin light of recenteconomicevents,(c) anadequateassessmentof therisksof the

presentproposal,(d) anadequateassessmentof theopportunitiesfor othermeansto meet



DOCKET NO. 2008-196-E- ORDERNO. 2009-104
FEBRUARY 27,2009
PAGE 114

forecastproposalneeds,and (e) a full opportunity for stakeholderinvolvementin the

Commission'sdeterminationregardingany new proposalthe Companymay make to

constructone or more large central-stationnucleargenerationplants and obtain pre-

approvalof anyassociatedcosts.(Tr. III, p. 405,1.3- 14.)

As to the first recommendation,counsel for the Companypoints out that the

recommendationis contrary to Section 270(E) of the Base Load Review Act that

provides: "As circumstanceswarrant, the utility may petition the Commission,with

notice to the Office of RegulatoryStaff, for an order modifying any of the schedules,

estimates,findings,classallocationfactors,ratedesigns,or conditionsthat form apartof

anyBaseLoadRevieworderissuedunderthis section."S.C.CodeAnn. § 58-33-270(E).

In addition,Companycounselalso citesSection58-33-270(B)that providesthat a Base

Load Review order shall establishthe anticipatedconstructionschedulefor the plant,

including contingencies;the capital costsand anticipatedschedulefor incurring them,

including contingenciesand inflation indices used for the utility for cost in plant

construction. (Id. at 58-33-270(B).) TheBaseLoadReviewAct clearly contemplatesa

utility's ability to includecontingenciesin its schedule,recovercapitalcostsrelatedto the

project, andseekmodification of a BaseLoad ReviewOrder,subjectto approvalby the

Commission.

We do find that Ms. Brockway is entitled to makewhateverrecommendations

that she seesfit, and this Commission will be the ultimate arbiter of whether the

recommendationsarecontraryto theAct. In this case,theCommissiondoesfind thatthe

recommendationsare contrary to the Act and are not justified. However, the
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Commissionalsofinds, on factualand regulatorypolicy grounds,that Ms. Brockway's

suggestionsshouldremainin therecord,astheir inclusion in therecordis not prejudicial

to anyparty.

As to thesecondrecommendation,the Companyproperlypointsout that theBase

Load Review Act mandatesa final determination and order on the part of the

Commissionwithin nine monthsof the filing of the applicationandthat theAct doesnot

providea meanswherebythe Commissioncandeferjudgmentonanapplication. (Tr. III,

p. 349,1.22- p. 350,1.7.) Counselfor FOEarguesthattheCommissionis authorizedto

rejectan applicationas inadequatein certainrespectsand to sendit back to the utility

with a statementof its inadequacies. (Tr. III. p. 355, 1. 1 - 13.) However, the

Commissionfinds that theAct doesnot allow this Commissionto deferjudgmenton an

applicationasMs.Brockwaysuggests.

Third, the Companyhas also objectedto certain testimony offered on cross

examinationby Ms. Greenlaw'switness Dr. Wilder. At the hearing,Ms. Greenlaw

sought to substitutean expandedversion of Dr. Wilder's testimony for the direct

testimony Dr. Wilder had prefiled in this docket. The Companyobjected to the

admissionof this expandedtestimonyon the groundsthat it wasnot timely prefiled as

required by the rules governing this proceeding.6 The Company's objection was

sustained. In response,counselfor FOE cross examinedDr. Wilder concerningthe

matterscontained in the expandedtestimony that was excluded, specifically matters

relatedto thesubjectof demand-sidemanagement(DSM). TheCompanyobjectedonthe

6SeeS.C.Reg.103-869.Dr.Wilder'sadditionaltestimonywasmarkedforidentificationpurposesonlyas
HearingExhibitNo.10.
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grounds that the subject matter was outside the admitted portions of Dr. Wilder's

testimony and that, given the alignment of interest between Ms. Greenlaw and FOE,

allowing FOE to elicit the excluded testimony through cross examination constituted an

evasion of the prefiling requirements. (Tr. VI, p. 1292, 1. 19 - p. 1293, 1. 4.) FOE

responded that the Commission's rules permit open cross examination of witnesses

regarding matters that are otherwise relevant. (Tr. VI, p. 1295, 1.24 - p. 1296, 1.4.)

The Commission overrules the Company's objection. In general, the Commission

allows broad cross examination. Although, it is clear from the record that FOE and Ms.

Greenlaw agreed in many areas of this case, there is no showing of a true alignment of

interests between the two parties. In addition, the Commission notes that this testimony

was somewhat cumulative to testimony of other witnesses and in no way would its

admission change the outcome of this proceeding. Therefore, it was not prejudicial to

any party. We will still not admit the expanded written testimony, but the cross-

examination shall remain in the record.

Fourth, the Company sought to include in the record of this preceding the

affidavit of Mr. Fredrick P. Hughes, Consortium Project Director, Westinghouse Electric

Company, LLC. The affidavit was offered by the Company in support of its position

regarding the confidential treatment of Hearing Exhibit # 5. The Affidavit was submitted

and marked for identification purposes as Hearing Exhibit # 15. Counsel for FOE

objected to the admissibility of this affidavit on the grounds that it constituted

inadmissible hearsay, that Mr. Hughes was not available for cross examination, and that it

would be erroneous to accept any of the unchallenged, un-cross-examined assertions of
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fact or opinion in support of any finding in the record. (Tr. VIII, pg. 1870, 1.8 - 15.) The

Company responded that the affidavit was essentially duplicative of content already in

the record in the form of a letter to the Commission in support of a motion for protective

order, and was proffered in support of a procedural issue. (Tr. VIII, pg. 1870, 1.18 - 20.)

The Company further responded that it was the Commission's practice to allow affidavits

in support of motions of this nature. (Tr. VIII, pg. 1870, 1.20 - 22.) For the reasons cited

by FOE, the objection is sustained. The affidavit will not be admitted.

Fifth, counsel for FOE also placed a continuing objection in the record regarding

the ORS' refusal to make ORS Director Dukes Scott testify regarding the conduct of the

ORS and its process for reaching its position in this docket. During the course of this

proceeding, Ms. Greenlaw had attempted to compel the testimony of Mr. Scott through

the issuance of a subpoena. ORS moved to quash the subpoena and the Commission,

after much discussion and careful consideration, granted the motion to quash. (Tr. VIII,

p. 1794, 1. 1 - p. 1795, 1.3.) Counsel for FOE was heard at length in regard to the motion

to quash, and FOE's later continuing objection failed to raise any new issues which

would alter the Commission's earlier ruling. For this reason, FOE's objection to the ORS

testimony is overruled.

Sixth, SCE&G objects to the admissibility of composite Exhibit 8 as being

hearsay. The Exhibit was presented by Mr. John Hartz, Chair of the John Bachman

Group of the Sierra Club, during his public testimony. (Tr. V, p. 1057-1059.) The

Exhibit consists of three documents: 1) a press release describing the activities of the

John Bachman Group of the Sierra Club; 2) a resolution by that same group opposing the
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constructionof new nuclearplants;and3) a documententitled"The Basicsof Nuclear

Power." We admit items 1 and 2 into the evidenceof the case,sinceMr. Hartz said

during the hearing that he prepared these documents. (Tr. V, p. 1059, 1. 4-7.)

Accordingly, thesewerehis statementsmadeavailableby him in the Commissionroom

at the time of the hearing,and arenot thereforehearsay,which requires"out-of-court"

statements.This portionof the Company'sobjectionis overruled. However,Document

#3 is clearly hearsay,since Mr. Hartz statedthat it was a documentpreparedby the

nationalSierraClub. Id. This portion of the Company's objection is sustained. FOE's

blanket objection to the admission of all Company documents is overruled as lacking

specificity, since we examine the admissibility of documents on a case-by-case basis.

FOE was free to object to the admissibility of individual documents, which it did as

shown with the following objection.

Seventh, FOE moved to strike on hearsay grounds Company witness Connor's

Exhibits SJC-4 and SJC-5 after the exhibits had already been admitted into the evidence.

(Tr. X at p. 2463, 1.7 - Tr. X at 2454, 1.3.) Significantly, the exhibits were admitted into

evidence and the witness was well into a summary of his testimony before counsel for

FOE rose and moved to strike the exhibits on hearsay grounds. Counsel for the Company

noted for the record that the subject exhibits were already in evidence. Clearly,

objections to the admission of evidence must be made when the evidence is presented to

preserve error for appeal. Parr v. Gaines, 309 S.C. 477, 424 S.E. 2d 515 (1992).

However, even if counsel for FOE had objected contemporaneously at the time the

evidence was offered, the objection would have been overruled. Counsel for the
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Companycorrectlynotedthattheexhibitsweremerelydemonstrativeof opinionsthatthe

witnessheld, andwerethereforeadmissible.(Tr. VoI.X, p. 2467,1.16-20.) This proved

to be the case,asthe witnessproceededto usethe materialsto demonstratehis opinions

ashecontinuedto testify in the case.(Tr., Vol. X, p. 2468,1.1-14.) Suchdemonstrative

materialsadoptedby a witnessduring a proceedingwould not constitutehearsay. This

scenariodiffers from the one presentedby Mr. Hartz above,who merely offered the

nationalSierraClub document.(Tr. Vol. V, p. 1059,1.11-15.)TheFOEmotion to strike

is denied.

Any other outstanding objections not addressed herein are overruled, and any

outstanding motions which are inconsistent with the rulings contained in this Order are

denied.

VI. FINDINGS OF FACT AND CONCLUSIONS OF LAW

Based upon the Combined Application, the testimony, and exhibits received into

evidence at the hearing and the entire record of these proceedings, the Commission

makes the following findings of fact and conclusions of law:

1. The Combined Application of SC&G to construct, operate, and own 55%

of the plant and output of the two AP 1000 nuclear units with a total expected capacity of

2,234 MW to be located at the V.C. Summer Nuclear Station site near Jenkinsville, South

Carolina, is hereby approved. SCE&G's approved ownership is 55% of the plant and

output which is 1,228 MW, and Santee Cooper's ownership is 45% of the plant and

output which 1,006 MW. Any change in SCE&G's ownership interest, output, sharing of

the costs, or control, as set forth herein is subject to the approval of this Commission.
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2. A Certificateof EnvironmentalCompatibilityand PublicConvenienceand

Necessityis grantedfor constructionof thetwo Units.

3. The Units are neededto meet the growing needsof the Company's

customersfor electric power, to support the continued economic developmentand

prosperityof the Stateof SouthCarolina,andto maintaintheefficiencyandreliability of

theCompany'selectricalsystem.

4. TheUnits will servetheinterestsof systemeconomyandreliability asthe

mostefficient, costeffective,practicable,andreliablemeansof meetingthedemonstrated

needsof theCompanyfor thegenerationof electricpower.

5. The natureof the probableenvironmentalimpact,asdiscussedherein, is

small and hasbeenadequatelyconsideredand addressedto the extentpossibleby the

Company.

6. The impact of the Units upon the environmentis justified given the

demonstratedneedfor additional baseload capacity, the alternativesourcesof energy

available to meet that need, and the greater environmentalimpacts such alternalivc

sourcesof energywouldcreate.

7. The Company has provided reasonableassurancethat the Units will

conform to applicablestateandlocal laws andregulationsissuedthereunderthroughthe

rigorousapplication for and adherenceto the numerousmaior permitsthat are required

andtheCompanyhassoughtin connectionwith this proposedconstruction.

8. Based upon the record and the factors considered herein, public

convenienceandnecessityrequiretheconstructionof theUnits.
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9. The selectionof the Jenkinsville site is reasonableand prudentand it is

appropriatefor theconstructionof theUnits.

10. The selectionof the AP1000technologyfor useat this site is reasonable

andprudent.

11. The Company'soverall decisionto proceedwith constructionof theUnits

is reasonableandprudent.

12. The anticipatedconstructionschedule,including contingencies,presented

by SCE&Gisreasonableandprudentasgrantedabove.

13. The anticipatedcomponentsof capital costsand the anticipatedschedule

for incurring them, including specifiedcontingencies,are reasonableand prudent as

grantedabove.

14. The principal contractorsand suppliersfor constructionof the Units are

sufficientlyqualified andtheir selectionwasreasonableandprudent.

15. The EPC Contractwhich governsthe relationshipbetweenSCE&G and

Westinghouse/Stone& Websteris reasonableandprudentassetforth above.

16. The Company'splans for financing the constructionof the Units are

reasonableandprudent.

17. The Companyhas adequatelydemonstratedits ability to manageand

overseethe constructionof the Units through its internal oversightand management

programsand through the oversight of third parties, including the NRC and ORS.

SCE&G hastheultimate responsibilityfor theproperexecutionof the EPCcontractand

theconstructionof theunits, includingappropriatequality controlandquality assurance.
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18. The inflation indicesused by the utility for costs of Unit construction,

coveringmajor costcomponentsor groupsof relatedcostcomponentsarereasonableand

appropriatefor usein this project.

19. The amount of outstanding CWIP in the plant not yet reflected in rates as

of June 30, 2008 is $65,960,797.

20. The return on equity of 11% as selected by the Company is affirmed.

21. The Company's weighted average cost of capital as of June 30, 2008 for

purposes of establishing revised rates in this proceeding is 8.77%.

22. The retail revenue requirement for establishing revised rates in this

proceeding is $7,802,491.

23. The rate design and class allocation factors used by the Company in

calculating the proposed revised rates related to this project are just and reasonable.

24. The revised rates proposed by the Company in Hearing Exhibit 36 of

$7,800,664 are just and reasonable and are authorized for use for bills rendered for retail

electric service thirty (30) days following the issuance of this Order. This approximates

the retail revenue requirement of $7,802,491.

25. The Company shall continue to investigate appropriate additional DSM

programs as per the testimony of Company witness Pickles, as there is room for

improvement in this area, and shall report back to the Commission by June 30, 2009.

26. In order that the public and the Commission remain informed about the

project, the Company will provide the Commission with a yearly status report on its
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progressandothersignificantdevelopmentsona schedulearrangedby theCommission's

staff.

Now, therefore,IT IS HEREBYORDERED:

1. The CombinedApplication of the SouthCarolina Electric & Gas Company,

filed May 30, 2008,to constructandoperatetwo 1,117net megawattnuclear

power plants to be located at the V.C. SummerNuclear Station site near

Jenkinsville,SouthCarolinais herebyapprovedassetforth herein.

2. A Certificate of EnvironmentalCompatibility and Public Convenienceand

Necessity is hereby granted for constructionof the Units as requestedin

SCE&G's CombinedApplicationandapprovedherein.

3. SCE&G shall completeand file, in a separatedocket,the resultsof the DSM

assessmentcurrently being conductedas testified to by Companywitnesses

MarshandPicklesby June30,2009.

4. The Approved ConstructionSchedule,pursuantto S.C. CodeAnn. § 58-33-

270(B)(1), shall be as set forth in Hearing Exhibit 2, SAB-5 and attached

hereto.

5. The schedulecontingenciespermitted under S.C. Code Ann. § 58-33-270

(B)(1) shallbeeighteen(18)monthsto delaythesubstantialcompletiondateof

each Unit and each milestonedate set forth in the Approved Construction

Scheduleassetforth in HearingExhibit 2, SAB-5attachedhereto.

6. The Approved CapitalCost, pursuantto S.C.CodeAnn. § 58-33-270(B)(2),

shall be $4,534,747,000in 2007 dollars, net of AFUDC, as derived from
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10.A ConstructionContingencyPool

HearingExhibit 16,EEB-1andHearingExhibit 37andsubjectto escalationas

providedherein.

7. The Approved Inflation Indices, pursuant to S.C. Code Ann. § 58-33-

270(B)(6),applicableto theApprovedCapitalCostsof constructionshallbeas

setforth in HearingExhibit 16,EEB-2,thepublic versionof which is attached

hereto.

8. TheApprovedSchedulefor IncurringCapital Costsfor the Units shallbe the

AnnualCumulativeProjectCashFlow assetforth in HearingExhibit 16,EEB-

1,thepublic versionof which is attachedhereto.

9. SCE&G is authorizedto employa CostReschedulingcontingencysuchthat it

may accelerateamountsset forth in Hearing Exhibit 16, EEB-1 by up to

twenty-four (24) monthsor delay them by up to eighteen(18) monthsas it

shalldetermineto beappropriate,providedthatthecostof theproject shallnot

exceed$4,534,747,000in 2007dollars (netof AFUDC) andbeforeescalation.

Any changes in costs shall be adjusted for escalationat the established

escalationratesassetforth herein.

of $438,293,000in 2007 dollars shall be

establishedconsistingof thePlantCostContingencyandTransmission Projects

Contingency set forth in the confidential version of Hearing Exhibit 16, EEB-1.

This pool shall be tracked as a single item of cost. The Company may move

unused Construction Contingency funds forward year to year as outlined above

with appropriate inflation adjustments.
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11.SCE&G shall computeAFUDC on constructionwork in progresspursuantto

thetermsof theBaseLoadReviewAct.

12.In making its quarterly reports pursuantto S.C. Code Ann. § 58-33-277,

SCE&G shall updateand amendthe scheduleof ApprovedCapitalCosts to

show the effect of the use of all contingenciesand escalationfactors as

approvedin this Orderandthecalculationof AFUDC onconstructionwork in

progressnot included in rates. Actual payments(except for Fixed with No

Adjustment items) shall be discountedto 2007 dollarsusing the appropriate

escalationratesandanescalationshallbeseparatelystatedfor them.

13.Thereturnonequity for revisedratescalculations,pursuantto S.C.CodeAnn.

§ 58-33-270(B)(3),shall be 11.0%asestablishedin CommissionOrder2007-

855-Eunlessanduntil theCompanyfiles for a differentrate.

14.The rate designas setforth by CompanywitnessJacksonin HearingExhibit

36, attachedhereto, is approvedprovided that changesto basic facilities

chargesshall bemadein incrementsof $0.50or moreandshallbemadewhen

the approvedratedesignyieldsa chargethat will roundup to anadjustmentof

$0.50or more. The Companymay increasedemandchargesin futurerevised

ratesfilings whenthe sizeof the indicatedincreasein demandchargesmakesit

reasonableto doso.

15.The Companyshall chargethe revisedratescontainedin HearingExhibit 36,

said ratesbeing attachedhereto,for bills renderedfor retail electric service

thirty (30)daysfollowing thedateof thisOrder.
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16.The Company shall continue to investigate additional appropriate DSM

programsas indicated,and shall report back to this Commissionaccordingly

byJune30,2009.

17.The Companywill provide the Commissionwith a yearly statusreport on its

progressand other significant developmentson a schedulearrangedby the

Commission'sstaff.

18.This Order shall remain in full force and effect until further order of the

Commission.

BY ORDEROF THE COMMISSION:

ATTEST:

Johr/'E.Howard,Vice Chairman

(SEAL)



HEARING EXHIBIT

(SAB-5)

EXHIBIT E

ANTICIPATED CONSTRUCTION SCHEDULE

Combined Application of South Carolina Electric & Gas

Company for a Certificate of Environmental Compatibility and Public Convenience and

Necessity and for a Base Load Review Order
Public Service Commission Docket No. 2008-196-E

1. INTRODUCTION

This Exhibit E sets forth the current projected milestones under the EPC Contract that are

proposed for use of the Office of Regulatory Staff in evaluating the progress of construction of

VCSNS Units 2 and 3. These dates are subject to the schedule contingency requested in the

Application.

This schedule is based on the generic schedule for Westinghouse AP 1000 reactor

construction which does not include project and site specific requirements. Certain activities

such as the clearing, grubbing and grading at the site will need to commence earlier than listed

here for reasons related to specific conditions at the VCSNS site (i.e., the need to complete the

site rail line relocation in advance of VCSNS Unit 1 Outage 18).

V. C. SUMMER PROJECT MILESTONES

Year Quarter Milestone

2008 2

08-2Q-1 Approve Engineering, Procurement and Construction Agreement.

08-2Q-2 Issue Purchase Orders to nuclear component fabricators for Units 2 and 3
Containment Vessels, Passive Residual Heat Removal Heat Exchangers,
Accumulator Tanks, Core Makeup Tanks, Squib Valves, Steam Generators, Reactor
Coolant Pumps, Pressurizer Vessels, Reactor Coolant Loop Hot Leg A Piping,
Reactor Vessel Internals, Reactor Vessels, Reactor Integrated Head Packages,
Control Rod Drive Mechanisms and Nuclear Island structural CA20 Modules.

2008 3

08-3Q-1 Start site specific and balance of plant detailed design.

08-3Q-2 Issue PO and submit payment to fabricator via Westinghouse for Units 2 and
3 Simulators.

08-3Q-3 Issue final Purchase Orders and submit payments to fabricators via
Westinghouse for Units 2 and 3 Steam Generators, Reactor Vessel Internals and
Reactor Vessels.

08-3Q-4 Issue Purchase Order and submit payment via Westinghouse to fabricator
for Units 2 and 3 Transformers.

2008 4

08-4Q-1 Start clearing, grubbing and grading.

08-4Q-2 Issue final Purchase Orders and submit payments to fabricators via
Westinghouse for Units 2 and 3 Core Makeup Tanks, Accumulator Tanks,
Pressurizers, Reactor Coolant Loop Piping, Integrated Head Packages, Control Rod
Drive Mechanisms and Passive Residual Heat Removal Heat Exchangers.
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2009

2009

2009

2009

2010

2010

09-1Q-1 Start Parr Road intersection work.

09-1Q-2 Issue final Purchase Order and submit payment via Westinghouse to
fabricator for Units 2 and 3 Reactor Coolant Pumps.

09-1Q-3 Issue Purchase Order for Long Lead Material and submit payment via
Westinghouse to fabricator for Units 2 and 3 Integrated Head Packages.

09-1Q-4 Submit partial payment to Westinghouse for Design Finalization.
09-2Q-1 Start site development.

09-2Q-2 Issue Purchase Orders and submit payments via Westinghouse for Units 2
and 3 Turbine/Generators and Main Transformers.

09-2Q-3 Receive Units 2 and 3 Core Makeup Tank material at fabricator.

09-2Q-4 Submit partial payment to Westinghouse for Design Finalization.
09-3Q-1 Issue Purchase Order and submit payment via Westinghouse for Unit 2
Turbine Generator Condenser material.

09-3Q-2 Submit payments to fabricators via Westinghouse for Units 2 and 3 Reactor
Coolant Pumps and Passive Residual Heat Removal Heat Exchangers.

09-3Q-3 Submit partial payment to Westinghouse for Design Finalization.
09-4Q-1 Start erection of construction buildings, to include craft facilities for

personnel, tools and equipment; first aid facilities; field offices for site management
and support personnel; temporary warehouses; and construction hiring office.

09-4Q-2 Receive Unit 2 Reactor Vessel flange nozzle shell forging at fabricator.

09-4Q-3 Submit partial payment to Westinghouse for Design Finalization.

09-4Q-4 Issue Purchase Order and submit payment via Westinghouse to fabricator

for Units 2 and 3 Radiation Monitoring Systems.
10-1Q-1 Receive Unit 2 Reactor Vessel Internals core shroud material at the

fabricator.

10-1Q-2 Payment to fabricator via Westinghouse for Unit 2 Turbine/Generator
Feedwater Heater material.

10-1Q-2 Receive raw material at fabricator for Unit 2 Reactor Coolant Loop piping.

2

10-2Q-1 Receive Unit 2 Reactor Vessel Internals upper guide tube Material at the
fabricator.

10-2Q-2 Submit payment to Westinghouse for the Unit 2 Control Rod Drive
Mechanisms.

10-2Q-3 Perform cladding on Unit 2 Pressurizer bottom head at fabricator.
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2010

10-3Q-1 Start excavation and foundation work for the standard plant for Unit 2.

10-3Q-2 Receive Unit 2 Steam Generator tube sheet forging at the fabricator.

10-3Q-3 Complete Unit 2 Reactor Vessel outlet nozzle weld to flange at the
fabricator.

10-3Q-4 Start Unit 2 Condenser fabrication at the fabricator.

2010

2011

2011

2011

2011

2

10-4Q-1 Complete preparations for receiving the first module on site for Unit 2.

10-4Q-2 Receive Unit 2 Steam Generator transition cone forging at the fabricator.

10-4Q-3 Complete Unit 2 Reactor Coolant Pump casing fabrication.

10-4Q-4 Complete machining, heat treatment and Nondestructive examination of Unit
2 Reactor Coolant Loop Hot Leg A piping at the fabricator.

11-1Q-1 Complete Unit 2 hydrotests for Core Makeup Tanks.

11-1Q-2 Issue Purchase Order and submit payment via Westinghouse to fabricator

for Units 2 and 3 Polar Crane main hoist drums and wire rope.
11-2Q-1 Receive Unit 3 Control Rod Drive Mechanism latch housing/rod travel
housing material at the fabricator.

11-2Q-2 Complete Unit 2 Condenser shipment preparation at the fabricator.
11-3Q-1 Start placement of mud mat for Unit 2.

11-3Q-2 Receive Unit 2 Steam Generator tubing at the fabricator.

11-3Q-3 Complete upper head welding on Unit 2 Pressurizer at the fabricator.

11-3Q-4 Complete Unit 3 Reactor Vessel closure head cladding at the fabricator.
11-4Q-1 Begin Unit 2 first nuclear concrete placement.

11-4Q-2 Complete fabrication of Unit 2 Reactor Coolant Pump stator core at the
fabricator.

11-4Q-3 Begin Unit 2 Reactor Vessel Internals welding of core shroud panel ring at
the fabricator.

11-4Q-4 Complete 1st Unit 2 Steam Generator tubing installation at the fabricator.

11-4Q-5 Ship Unit 2 Reactor Coolant Loop pipe to site.

11-4Q-6 Ship Unit 2 Control Rod Drive Mechanism to site.

11-4Q-7Complete weld for Unit 2 Pressurizer lower shell to head at the fabricator.

11-4Q-8 Complete 2nd Steam Generator tubing installation for Unit 3 at the fabricator.

11-4Q-9 Submit partial payment to Westinghouse for Design Finalization.
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2012

2012

2012

2012

2013

12-1Q-1 Set module CA04 for Unit 2.

12-1Q-2 Complete post weld heat treat of 2n_ tubesheet for Unit 2 Passive Residual
Heat Removal Heat Exchanger.

12-1Q-3 Complete 1st tubesheet drilling for Unit 2 Passive Residual Heat Removal
Heat Exchanger.

12-1Q-4 Complete girder fabrication for Unit 2 Polar Crane.

12-1Q-5 Complete preparations for Unit 3 Turbine Generator Condenser shipment.
12-2Q-1 Set Containment Vessel ring #1 for Unit 2.

12-2Q-2 Deliver Unit 2 Reactor Coolant Pump casings to the site.

12-2Q-3 Complete Unit3 Reactor Coolant Pump stator core.

12-2Q-4 Receive core shell forging for Unit 3 Reactor Vessel.

12-2Q-5 Complete Unit 3 Pressurizer claddin 9 on bottom head.
12-3Q-1 Set Nuclear Island structural module CA03 for Unit 2.

12-3Q-2 Complete 1st Unit 2 Squib Valve factory operational test.

12-3Q-3 Complete Unit 3 Accumulator Tank hydrotest.

12-3Q-4 Complete electrical panel assembly for Unit 2 Polar Crane.
Start containment large bore pipe supports for Unit 2.

Ship Unit 2 Reactor Integrated Head Package to site from fabricator.

Complete Unit 2 Reactor Coolant Pump stator fabrication.

Complete 2 ndUnit 3 Steam Generator tubing installation at fabricator.

Complete 1st Unit 2 Steam Generator hydrotest at fabricator.
Start concrete fill of Nuclear Island structural modules CA01 and CA02 for

12-4Q- 1

12-4Q-2

12-4Q-3

12-4Q-4

12-4Q-5
13-1Q-1
Unit 2.

13-1Q-2 Ship Unit 2 Passive Residual Heat Removal Heat Exchanger to site from
fabricator.

13-1Q-3 Complete Unit 2 Refueling Machine Assembly factory acceptance test.

13-1Q-4 Ship Unit 2 Reactor Vessel Internals to site from fabricator.
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2013

13-2Q-1 Set Unit 2 Containment Vessel ring #3.

13-2Q-2 Ship Unit 2 Steam Generator to site from fabricator.

13-2Q-3 Complete preparation for Unit 2 Turbine/Generator shipment from Toshiba
fabrication facility.

13-2Q-4 Complete Unit 3 Pressurizer hydrotest at fabricator.

13-2Q-5 Ship Unit 2 Polar Crane to site.

13-2Q-6 Receive Unit 2 Reactor Vessel on site from fabricator.

2013 3

13-3Q-1

13-3Q-2

13-3Q-3

13-3Q-4

13-3Q-5

Set Unit 2 Reactor Vessel.

Weld Unit 3 Steam Generator tubesheet to channel head.

Complete Unit 3 Reactor Coolant Pump final stator assembly at fabricator.

Ship Unit 2 Reactor Coolant Pumps to site from fabricator.

Place first nuclear concrete for Unit 3.

2013

2014

4

13-4Q-1

13-4Q-2

13-4Q-3

13-4Q-4

Set Unit 2 Steam Generator.

Preparations complete for shipment of Unit 2 Main Transformers.

Complete Unit 3 Steam Generator hydrotest at fabricator.

Set Unit 2 Containment Vessel Bottom Head on basemat le_ls.
14-1Q-1 Set Unit 2 Pressurizer Vessel.

14-1Q-2 Complete Unit 3 Reactor Coolant Pump Factory Acceptance Test at
fabricator.

14-1Q-3 Ship Unit 3 Reactor Vessel Internals to site from fabricator.

14-1Q-4 Issue Purchase Order and submit payment to fabricator via Westinghouse
for Unit 3 Main Transformers.

2014

2014

14-2Q-1

14-2Q-2

14-2Q-3
14-3Q-1

14-3Q-2

Complete welding of Unit 2 Passive Residual Heat Removal System piping.

Ship Unit 3 Steam Generator to site from fabricator.

Ship Unit 3 Refuelin 9 Machine Assembly to site.
Set Unit 2 Polar Crane.

Ship Unit 3 Reactor Coolant Pumps to site from fabricator.

14-3Q-3 Complete shipment preparations for Unit 3 Main Transformers from
fabricator.

2014

2015

2015

4 14-4Q-1 Ship last Unit 3 Spent Fuel Storage Rack module to site.

15-1Q-1 Start electrical cable pulling in Unit 2 Auxiliary Building.

1

2
15-1Q-2 Complete Unit 2 Reactor Coolant System cold hydro.

15-2Q-1 Activate class 1E DC power in Unit 2 Auxiliary Building.

Page 5 of 6



15-3Q-1

2015 3 15-3Q-2

2015 4 15-4Q-1

Complete Unit 2 hot functional test.

Install Unit 3 rin9 3 for containment vessel.
Load Unit 2 nuclear fuel.

2016 1 16-1Q-1 Unit 2 Substantial Completion.
2016 2 16-2Q-1 Set Unit 3 Reactor Vessel.

2016 3 16-3Q-1 Set Unit 3 Steam Generator #2.

2016 4 16-4Q-1 Set Unit 3 Pressurizer Vessel.

2017 1

2017 2
17-1Q-1 Complete weldin 9 of Unit 3 Passive Residual Heat Removal System piping.
17-2Q-1 Set Unit 3 polar crane.

2017 3

2017 4

2018 1

2018 2

17-3Q-1

17-4Q- 1

18-1Q-1

18-2Q-1

Start Unit 3 Shield Building roof slab rebar placement.

Start Unit 3 Auxiliary Buildin 9 electrical cable pulling.

Activate Unit 3 Auxiliary Buildin 9 class 1E DC power.
Complete Unit 3 Reactor Coolant System cold hydro.

18-2Q-1 Complete Unit 3 hot functional test.

2018 3 18-3Q-1 Complete Unit 3 nuclear fuel load.

2018 4 18-4Q-1 Begin Unit 3 full power operation.

2019 2 19-1Q-1 Unit 3 Substantial Completion.
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EXHIBIT F

Exhibit F (Public) (Exhibit No. __ (EEB-1-P))
Page 1 of 3

ANTICIPATED COMPONENTS OF CAPITAL COSTS AND SCHEDULE

Combined Application of South Carolina Electric & Gas Company for a
Certificate of Environmental Compatibility and Public Convenience and

Necessity and for a Base Load Review Order
Public Service Commission Docket No. 2008-196-E

1. INTRODUCTION

Chart A to this Exhibit F provides a summary of the anticipated components of capital cost

and the forecasted schedule for incurring them as used by SCE&G in projecting the cash flows,

construction work in progress balances, and other financial matters related to the construction of

two Westinghouse API000 units as V. C. Summer Nuclear Station Units 2 & 3. These

projections reflect the applicable inflation adjustments and indices as set forth in Exhibit I to this

Application and are subject to the risk factors set forth in Exhibit J to this Application and to the

cost and schedule contingencies requested in the Application. As set forth in the Application,

SCE&G will update these projections periodically in its filings with the Office of Regulatory

Staff to reflect the actual levels of inflation measured for past periods by the inflation factors and

indices reflected in Exhibit I to this Application and to reflect any changes related to the

contingencies requested in the Application. SCE&G will update the projections of capital costs

for remaining future periods based on the same methodology reflected in this Exhibit F.

2. THE PUBLIC AND CONFIDENTIAL VERSIONS OF CHART A

Chart A to this Exhibit F is being filed in both a public and a confidential version. Both

versions provide the fidl anticipated cost of the Units, year-by-year and in total, including all

costs anticipated to be paid trader the EPC Contract, all owner's costs and all transmission costs.

The only difference be_veen the two versions of the exhibits is the amount of detail given for

EPC costs and Owner's costs.

Specifically, the confidential version differs fi'om the public version in that it includes twelve

rows of data not included on the non-confidential version. Those rows of data:

A. Show the anticipated annual payments in 2007 dollars under the EPC Contract with

Westinghouse/Stone & Webster broken out into the seven "EPC Categories" that are

listed on Exhibit I to this Application;

B. Show the estimated annual payments in 2007 dollars for the "Owner's Cost Categories:

Project Target Estimates," that are listed on Exhibit I to this Application;

C. Sum the unescalated project costs by and adjust the yearly sum by the applicable inflation

factors, all consistent with the inflation factors listed on Exhibit I to this Application for

the cost categories involved;

Page 1 of 2
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Exhibit F (Public) (Exhibit No. (EEB-1-P))
Page 2 of 3

D. Set forth the contingency amount applicable to each year's estimated construction costs

in 2007 dollars, all consistent with the contingency factors listed on Exhibit I to this

Application for the cost categories involved; and

E. Adjusts the yearly contingency amount by the inflation factors applicable to the cost

categories with which the contingencies are associated, all consistent with the inflation

factors listed on Exhibit I to this Application.

The sum of these categories of cost data (EPC costs and Owner's costs) and the associated

contingencies and inflation amounts equal the first row of data on the public versiot_ of Chart A

to Exhibit F, "Plant Cost: Total Net Cash Flow."

SCE&G would emphasize that the public version of Chart A to this Exhibit F sets forth the

full projected cost of the Facility. The public version of Chart A provides the specific year-by-

year cost projections on which the Commission is asked to establish as the "approved capital cost

estimate including specified contingencies" for the Facility, as required in S.C. Code Ann. §§ 58-

33-275(A)(2) of the Code of Laws of South Carolina, 1976.

SCE&G is seeking confidential treatment of the data not included in the public version of

Chart A to Exhibit F (the "Confidential Data"), because if disclosed in un-aggregated form,

those data could allow competitors of Westinghouse/Stone & Webster to calculate specific prices

being charged by Westinghouse/Stone & Webster under the EPC Contract, both in aggregate and

for particular items or categories of items supplied. Westinghouse/Stone & Webster considers

this pricing information to be proprietary information in the nature of a trade secret and has taken

carefid steps to maintain the confidentiality of this information. Westinghouse/Stone & Webster

believes that public release of such data could injure Westinghouse/Stone & Webster

commercially in its negotiations for the sale of other units.

SCE&G intends to make the Confidential Data available to parties who sign an appropriate

confidentiality agreement.
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Exhibit I (Public) (Exhibit No. (EEB-2-P))
Page 1 of 8

EXHIBIT I

INFLATION INDICES

PUBLIC VERSION

Combined Application of South Carolina Electric & Gas Company for a

Certificate of Environmental Compatibility and Public Convenience and

Necessity and for a Base Load Review Order

Public Service Commission Docket No. 2008-196-E

1. INTRODUCTION

This Exhibit I provides the inflation indices and escalators, and contingency factors used

by SCE&G ill projecting the capital cost of the two Westinghouse API000 Advanced Passive

Safety Power Plant (AP1000) units it proposes to construct as V. C. Sumnaer Nuclear Station

(VCSNS) Units 2 & 3 (the Units or the Facilities).

f EXPLANATION OF COST ELEMENTS SUBJECT TO ESCALATION

(See Attached Chart A)

Chart A of Exhibit I provides the categories of capital investment that have been established

for the project. These categories are defined by risk profiles documenting the escalations and

contingencies that are applied to base project cash flow. The definitions of these profiles are

determined by either contract terms or sound engineering and planning assumptions, Project

cash flow is assigned to each risk profile based on common risk characteristics; and escalations

and contingencies are applied to generate filture cash flow for use in regulatory and planning

schedules. Risk profiles are defined below:

1) Fixed with No Adjustment - These costs are fixed per the EPC Contract and escalation

is not applied, Contingency risk for this cash flow is principally related to change orders

and is predicted to be relatively low.

2) Firm with Fixed Adjustment A - These costs have a fixed escalation of a specified

percentage applied as part of the EPC Contract, Contingency risk for this cash flow is

principally related to change orders and is predicted to be relatively low,

3) Firm with Fixed Adjustment B - These costs have a fixed escalation of a specified

percentage applied as part of the EPC Contract. Under the EPC Contract, this factor is

expressed in two parts. One part is an inflation escalator equal to the percentage in item 2

above, The other is a small additional factor that is designated a nuclear industry

administration adjustment to compensate Westinghouse for the undertaking the project.

P go of3 Public



4)

5)

6)

7)

8)

9)

Exhibit I (Public) (Exhibit No. m (EEB-2-P))
Page 2 of 8

Contingency risk ['orthis cash flow is principally related to change orders and is predicted

to be relatively low.

Firm with Indexed Escalation - Escalation for this schedule of costs is applied

periodically under the EPC Contract based on the Handy-Whitman All Steam Generation

Plant Index, Soufll Atlantic Region. Handy-Whitman is a well recognized and commonly

used construction index. The adjustment as billed under the EPC Contract will reflect the

percentage increase in the Handy-Whitman All Steam Generation Plant Index, South

Atlantic Region as measured between each bi-annual release of the index. For planning

purposes, SCE&G is using the most recent one-year index change for 2008, and the most

recent five-year average of the index for 2009 and beyond to escalate these costs.

Contingency risk fox"this cash flow is predicted to be relatively low.

Actual Craft Wages - Site craft wages will be paid at actual costs. For planning

purposes, SCE&G is using the most recent one-year index change of the

Handy-Whitman All Steam & Nuclear Generation Plant Index, South Atlantic Region,

for 2008, and the most recent five-year average of this index for 2009 and beyond to

escalate these costs. Contingency risk for this cash flow is expected to be higher than

average.

Non-Labor Costs - This schedule is paid at actual costs. For planning purposes,

SCE&G is using the most recent one-year index change of the Handy-Whitman All

Steam & Nuclear Generation Plant Index, South Atlantic Region, for 2008, and the most

recent five-year average of this index for 2009 and beyond to escalate these costs.

Contingency risk for this cash flow is expected to be moderately high.

Time & Materials - This schedule is paid at actual costs. For planning purposes,

SCE&G is using the most recent one-year index change of the Handy-Whitman All

Steam & Nuclear Generation Plant Index, South Atlantic Region, for 2008, and the most

recent five-year average of this index for 2009 and beyond to escalate these costs.

Contingency risk for this cash flow is expected to be moderately high.

Owners Costs Target Estimates - This schedule is paid at actual costs. For planning

purposes, SCE&G is using the most recent one-year factor of the GDP Chained Price

Index, a commonly used U.S. Government published general escalation index, to escalate

2008 costs. The most recent five-year average of this index is used to escalate costs for

2009 and beyond. Contingency risk for this cash flow is expected to be moderately high.

Transmissiou Costs - This schedule is paid at actual costs. For planning purposes, the

base estimate is escalated based on the most recent Handy-Whitman Transmission Plant

Index, South Atlantic Region index, and the most recent five-year average of this index,

r g 2of3 Public



is used to escalate costs for 2009 and beyond.

expected to be moderately high.

Exhibit I (Public) (Exhibit No. __ (EEB-2-P))
Page 3 of 8

Contingency risk for this cash flow is

3. PUBLIC AND CONFIDENTIAL VERSION OF THE INTRODUCTION TO

EXHIBIT I AND CHART A TO EXHIBIT I

In response to a claim of confidentiality made by Westinghouse under tile provisions

of the EPC Contract, SCE&G has prepared public and confidential versions of this

introduction to Exhibit I, and of Chart B to Exhibit I. The differences between the two

versions are as follows:

a. The public version of this introduction to Exhibit I does not specify the

percentage of the costs under the EPC Contract that fall within the Fixed/Firm

pricing category and the additional percentage of cost that Westinghouse and

Stone & Webster have agreed to offer for conversion to Fixed/Firm pricing. The

confidential version of the introduction provides these percentages.

b, The public version of this introduction to Exhibit I, and of Chart B to Exhibit I

does not provide the specific inflation factors that the EPC Contract has

established for the two Firm with Fixed Adjustment Categories. The confidential

version sets forth these factors.

c. The public version of Chart B to Exhibit I does not list the specific items of

equipment or cost included in the four Fixed/Firm categories of cost. The

confidential version of that document lists the specific items of equipment or cost

under the heading "Cost Make-up."

SCE&G intends to make the confidential version of the introduction to Exhibit I and of

Chart B to Exhibit I available to parties who sign an appropriate confidentiality agreement.

4. HANDY-WHITMAN AND GDP INDICES

(See Attached Chart B)

Chart B to Exhibit I provides five years of historical data for the Handy-Whitman

(HW) All Steam Generation Plant, All Steam & Nuclear Generation Plant, and

Transmission Plant, for the South Atlantic Region; as well as the Gross Domestic Product

(GDP) inflation index. These are the indices discussed in Chart A of Exhibit I and used by

SCE&G in preparing cost projections related to the Facility.

Page 3 of 3 Public
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Second Revised Chart A to Exhibit K (Exhibit No. _(KRJ-3))

Page 1 of 1

SOUTH CAROLINA ELECTRIC & GAS COMPANY

RATE DESIGN SUMMARY
INCREASE ON MAY, 2008 RATES

RATE

MAY, 2008 PROPOSED $

REVENUE 1 REVENUE 1 CHANGE

%

CHANGE

RESIDENTIAL

Rate I. Good Cents

Rate 2 - Low Use

Rate 5 - Time-of-Use (KWH Only)

Rate 6 - Energy Saver / Conservation

Rale 7 - Time-of-Use Demand

Rate 8 - Residential

Total Residential Class

SMALL GENERAL SERVICE

Rate 3M - Municipal Power

Rate 9 - Small General

Rate 29 - Small General (Unmetered)

Rate 10 - Small Construction

Rate 11 - Irrigation
Rate 12C - Church

Rate 13 - Municipal Lighting
Rate 14 - Farm

Rate 16 - Time-of-Use

Rate 22S - School

Total Small General Service Class

MEDIUM GENERAL SERVICE

Rate 20 - Medium General

Rate 21 - Time-of-Use

Rate 21A - Experimental Time-of-Use

Total Medium General Service Class

COL1 COL. 2 COL3 COL. 4

$ 40,562,914 $ 40,670,633 $ 167,719 0.41%

$ 3,399,080 $ 3,411,473 $ 12,393 0.36%

$ 171,837 $ 172,440 $ 603 0.35%

$ 54,903,275 $ 55,130,996 $ 227,721 0.41%

$ 1,328 $ 1,334 $ 6 0.45%

$ 779,737,304 $ 783,081,763 $ 3,344,459 0.43%

$ 878,715,738 $ 882,468,639 $ 3,752,901 0.43%

$ 14,036,377 $ 14,087,166 $ 50,789 0.36%

$ 284,919,571 $ 286,072,314 $ t,152,743 0.40%

$ 695,405 $ 698,216 $ 2,811 0.40%

$ 1,054,616 $ 1,067,611 $ 2,995 0.28%

$ 1,124,326 $ 1,127,95t $ 3,625 0.32%

$ 15,510,709 $ 15,558,820 $ 48,111 0.31%

$ 476,666 $ 478,263 $ 1,597 0.34%

$ 2,153,887 $ 2,162,050 $ 8,163 0.38%

$ 316,199 $ 317,239 $ 1,040 0.33%

$ 37,084,918 $ 37,215,874 $ 130,956 0.35%

$ 357,382,674 $ 358,785,504 $ 1,402,830 0,39%

$ 178,806,710 $ 179,535,561 $ 728,851 0.41%

$ 7,196,028 $ 7,228,807 S 32,779 0.46%

$ 29,435,304 $ 29,553,013 $ 117,709 0.40%

$ 215,438,042 $ 216,317,381 $ 879,339 0.41%

LARGE GENERAL SERVICE

Rate 23 - Industrial Power $ 268,491,733 $ 269,415,684 $ 923,951 0.34%

Rate 24 - Time-of-Use $ 147,428,394 $ 148,011,377 $ 582,983 0.40%

Contracts $ 102,825,829 $ 103,084,489 $ 256,660 0.25%

Total Large General Service Class $ 518,745,956 $ 520,511,550 $ 1,765,594 0.34%

TOTAL $ 7,800,664

- These columns have been updated to reflect the new fuel factors approved by the Public Service Commission of South Carolina in

Order No. 2008-742 relating to the Company's Request for Mid-Period Adjustment

II

V
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SOUTH CAROLINA ELECTRIC & GAS COMPANY
PROPOSED ELECTRIC RATE SCHEDULES

Listed are the proposed electric rate schedules included as follows:

Rat__.__e Description

I (RGC)

2

3

5

6 (RGCC)

7

8

9

I0

11

12 (C)

13 (ML)

14

15 (SS-1)

16

19

2O

21

21A

22 (S)

23

24

Good Cents Residential Service

Low Use Residential Service

Municipal Power Service

Time-of-Use Residential Service

Energy Saver/Conservation Residential Service

Time-of-Use Demand Residential Service

Residential Service

General Service

Small Construction Service

Irrigation Service

Church Service

Municipal Lighting Service

Farm Service

Supplementary and Standby Service

Time-of-Use General Service

Concurrent Demand Time-of-Use General Service

Medium General Service

General Service Time-of-Use Demand

Experimental Program - General Service Time-of-Use Demand

School Service

Industrial Power Service

Large General Service Time-of-Use

Contract Rates
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

Basic Facilities Charcje:

Plus Energy Charge:

Firsl 800 Kwhrs. _ $ 0.t0279 per Kwhr, $ 0,10279 per Kwhr,

Excess overeO0 Kwhrs. (_ S 0.11241 per Kwhr. $ 0.09884 per Kwht.

MINIMUM CHARGE

RATE 1 (RGC) RESIDENTIAL SERVICE

GOOD CENTS RATE

AVAILABILITY

Effective January 15, 1996 this schedule is closed and not available to any new structure.

This rate is available to customers who meet the Company's Good Cenls requiremenls and use the Company's standard service which is specified as a

single point of delivery per premises born an existing overhead distribution system to individually metered private residence and individually metered

dwelling units in apartment stluctures or other mullt-iamily residential sUoctures. II is not available for resale service nor shaft service be supplied to

dwelfing traits having a total of more than leo teems, five or more of wl'_.h are rented o_ offered for tent to any person or persons not a member, or

members, of the immediate fa.'_y of the owner or lessor of the dwelling ur_Its.

A dwelling unit is defined as a room Or group of _ooms having, in addilien to living quarters, kilehen facilities for the sole use of the family or individual

occupying such dwelling unit,

CERTIFICATION REQUIREMENTS

Prior to conslruction, the customer or prospecliva cuslomet must contact the Company to ascertain Ihe requimmenls of the Good Cents Program and to

arrange for on-site inspections for compliance.

The dwelling unit must be ce_fied by the Company to meat or exceed the Ccmpany's Good Cents Pregfam requit_._ents in Iorce at the time of
appBcation in order to qualify for service under this rate schedule,

CHARACTER OF SERVICE

Altematin 9 Current. 60 hertz, single phase. 120 volts° 2 wire or 120/240 volts 3 wire.

RATE PER MONTH

Summer Winter

(Bdti¢_ |,_onths {_lllng tdonths

June-September) Oclc_.er.May)

s a.oo $ 8.oo

The monthly minimum charge shall be the basic facilities charge as stated above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03392 per Kwhr, are included in the energy chmge arid are subject to ad]ustmenl by order of the Pubic Service Commission of South
Carolina.

STORM DAMAGE COMPONENT

The energy charges above include a storm damage component of $.00043 per Kwhr. for accumulation of a storm damage reserve,

SALES AND FRANCHISE TAX

To the above will be added any applicable sales lax. franchise fee or business license lax which may be assessed by any state or local governmental

body,

PAYMENT TERMS

AIJ bills are net and payabfe when rendeled,

SPECIAL PROVISIONS

The Company will furnish service in accordance with its standard specifications. Non-slandmd service witt be furnished only when customer pays the

difference in costs between non*standard service end standard service or pays the Company its normal monthly facility charge based on such difference
in costs.

TERM OF CONTRACT

Contraels shall be _witten for a period of not tess than erie (1) year. A separate contract shall be written for each meier al each _ocation.

GENERAL TERMS AND CONDITIONS

"[he Company's General Terms and Conditions are incorporated by reference and are a pad of this rate schedule.

Effeclive Upon Approval Of The Public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 2 LOW USE RESIDENTIAL SERVICE

AVAILABILITY

This rate is available to customers that meet the special conditions listed below, and are served by the Company's standard service which is speciF,ed

as a single point of delivery per premises from an existing oved_ead distribution system to indNidually metered private residences and individually
metered dwelling units in apartment struc_'es or other muIli-tamily residential structures. It is not available for resale service nor shall service be

supplied to dwelling units having a total of more then ten rooms, five or more of which are rented or offered for rent to any person or parsons not a

member, or mambers, of the immediate family of the owner or lessor of the dwelling units.

A dwelling unit is defined as e room or group of rooms having, in addition to living quadars, kitchen facilities for the sole use of the family or individual

occupy_j such dwelling Unit.

SPECIAL CONDITIONS OF SERVICE

1) This rate schedule is available to those accounts where the consumption has not exceeded 400 Kwlvs. for each of the twelve billing rl_or_thS preceding

the billing month sen,ice Is to be initially billed under this rate schedule, The cuslomer must have occupied the dwelling unit for the entire time

necessary to determine eligibility under this rate schedule,

2) Consumption during a billing period of more than 30 days, used to determine eligibility under this rate schedule, shall be adjusted to a 30 day billing

period by application of a fraction, the numerator of which shall be 30 and the denominator of which shall be the actual number of days in the billing
period.

3) The second billing month within a twelve b_l_g month period that consumption under this rate schedule exceeds 400 Kwhrs. will terminate eligibifity
under this rate schedule.

4) Service will be bilk_l under the previOuS rate schedule the nexl twelve bitting periods before the customer will again be et_ibte for II_a Lc_,,vUse Rate_

CHARACTER OF SERVICE

Alternating Current, 60 hertz, single phase, 120 volts, 2 wire or 120/240 volts 3 wire.

PATE PER MONTH

Basic Facitktios Chaf_le: $ 800

Plus Energy Charge:

All Kwhrs. (_ $ 0.07883 per Kwhr.

MINIMUM CHARGE

The monthly mlniraum charge st_li be the basic facilities charge as slated above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03392 per Kwhr. are inck.'ded in the energy charge and are subject to adjustment by urder of the Public Service Commission of South

Carolina.

STORM DAMAGE COMPONENT

The energy charges above include a storm damage component of $.00043 per Kwhi. for accumulation of a storm damage reserve.

SALES AND FRANCHISE TAX

To the above will be added any applicable sales tax, franchise fee or business I_cense tax which may be assessed by any state or local governmental

body.

PAYMENT TERMS

All bills are net and payable wben rendered.

SPECIAL PROVISIONS

The Company will furnish service in accordance with its standard spec_FK:ations Non star_dard service writ be fundshed only when the cuslomer pays
the diffe_'ence in costs between non-startda_ service and standard service or pays to the Company its normal monthly facility charge based on such

difference in costs.

TERM OF CONTRACT

Contracts shall be written for a period of eel less than one (t) year. A separate contract shall be written for each meter at each location.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are incorporated by reference and are a part of this rate schedule.

Effective Upon Approval Of The Public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 5 RESIDENTIAL SERVICE
TIME OF USE

AVAILABILITY

This rate is available on a voluntary basts to customers t_ing the Company's slandard sewic_ which is specified as a single po_nt of delivery per wemises from an

existing overhead distribution system to indivtdual/y metered private residences and indwidually metered @,,telling units in apartmenf structures or other multi-family
residential structures, It is not ava}lable for resale service nor shall service be supplied to dwelling units having a Iotal of more than ten rooms, five or more ol

which are rented or offered for rent to any person m" persons not a member, or members, of the immediate family of the owner or lessor of the dwelling unils.

A dwelling _it is defined as a room or grot_p of rooms having, in addition to living quartets, kitchen tac_lles for the sole use of the lamily or i*'_dNidual occupying

such dwetling unit.

CHARACTER OF SERVICE

Alternating Current, 60 hertz, single phase, 120 volts, 2 wire or 120/240 volts 3 wire.

RATE PER MONTH

I, Summer Months of June-September

A. Basic Facilities Charge: $ 12.00

B. Energy Charge:

All oPt.peak Kwhrs.(_ $ 0.22941 per Kwhr.

All off-peak Kwhts_ $ 0.08087 per Kwhr.
C. Minimum Bill:

The monthly minimum charge shall be the basic facilities charge

II. Winter Months of October-May

A. Basic Facilities Char_le: $ 12.00

B. Energy Charge:

All on-peakKwhrs.(_ $ 0,216t4 per Kwhr.

All off-peak Kwhrs. @ $ 0,08087 per Kwhr
C, Minimum Big:

The monthly minimum charge shall be the basic facilities charge

DETERMINATION OF ON-PEAK HOURS

A, On-Peak Hours:

Summer Months of June-September:

The on-peak summer hours are defined as the hours between 2:00 p.m.-7:00 p.m., Monday-Friday, excluding hot_ays."

W_ter Months of October-May:

The ompeak winter hours are defined as the hours behveen 7:00 a.m-12:00 noon, Monday-Friday, excludir_9 holidays."

B. Off-Peak Hours:

The off-peak hours in any month are defined as all hours not specified as on-peak hours,

"Holidays are: New Year's Day, Memorial Day, Independence Day, Labor Day, Thanksgiving Day and Chnslmas Oay.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03392 per Kwhr. are included in the energy charge and are subject to adjustment by order of the Public Service Commission of South Carolina.

STORM DAMAGE COMPONENT

The energy charges above include a slum damage component of $.00043 per Kwhr. for accumulation of a storm damage rese_e.

SALES AND FRANCHISE TAX

To the above will be added any applical_e sales tax, franchise fee or business license lax which may be assessed by any state or local governmental body

PAYMENT TERMS

All bills are net and payable when rendered.

SPECIAL PROVISIONS

The Company vail furnish service in accordance with i_s standard specifications. Non-standard service will be fumlshed girly when the customer pays the
difference in costs between non-standard service and standard service o_ pa'/s Io the Company its normal mor_tbly faci_ly charge based on such difference in

costs_

The Company shall have the right to inslatt and operate special metedng equipment to measure customer's loads or any pert thereof and to obtain any other data

necessary Io determine the customer's load cl_araclerlslics.

The Company's levelized payment plans are not available to customers served under this rate schedule.

TERM OF CONTRACT

Contracts shall be writlen for a period of not less than one (1) year. A separate contract shall be written for each meier at each location.

GENERAL TERMS AND CONDITIONS

The Company's General T_ms and Conditions are incorporated by reference and are a part of Ibis rate schedule.

Effective Upon Approval Of The Public

Service Commission Of Soulh Carolir]a
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE6(RGCC)

AVAILABILITY

RESIDENTIALSERVtCE

ENERGY SAVE_

CONSERVATION RATE

(Page 1 _ 2)

This rate is available io customers using the Company's standard service which is specified as a single paint of delivery per premises from an existir_g

overhead distnbution system to individually metered private residences and individually metered chvelling unils in apartment structures or other multi-family
residential struclures, It is nol available far resale service nor shah service be supplied to dwelling units hawng a Iolal of more than ten rooms, tire or more el

which are rented or offered for real to any person or persona not a member, or members, of the immedlale family of the owner or lessor of the dwelling units,

A dwelh_j unit _s defined as a room or group of rooms having, in addition to living quarters, kitchen tacildies for the sole use of the family or individual
occupying such dwelling unit,

The buitder or homeowner must provide the following:

1) For new homes only - Proof that home meets the Council of Ameflcan Building Officials Model Energy Code.

2) Receipts showing the purchase and installation of a new AC unit thai meals the requirements as alc_,,vn below,

3) A certirc, ate issued by an installer shewing a wail total cavity R value of 15 (R-15).

4) CertificaOon h'om bulidar stalb'_c3 thai requirements have been reel

The Company may perform an on-site audit to verify that customer meets availability requirements as slated herein.

THERMAL AND AIR CONDITIONING REQUIREMENTS FOR ENERGY CONSERVATION

The following requbements ate wedicated on the Council of American Bulidir',g Officials Model Energy Coda and subject to change with a change L_ the
Council of Amedcan Buiidlng Officials Model Energy Code. Sufficienl application of thermal conirol products arid specified a_r conditioning requiremerds must
be met to satisfy the minimum standards outlined below:

Ceilings: Ceilings of newly constructed homes shall be insulated with a total "as inslatled" thermal resistance (R) value of 30 (R-30).

Ce_fings of manufactured tmusing stm_ be insutated with a thermal resistanee (R) vakJe of 30 (R-30).

CaStings of exiting housing shall be insulated with a total "as i_'lstalled" thermal ¢eaistarc, e (R) value of 38 (R_38).

Lighting: Recessed ceiling lights shall be sealed.

Walls: Walls exposed Io the full temperature differential (TD). or unconditioned areas, ahaU have a total cavity R value of 15 (R-15),

"This is eat a requirement for exisling housing.

Floors: Floo_s over crawl space or crawl space trails shall have iasulaben installed having a total R value of 19 (R-19).

100% of the exposed earth in a crawl space shall be covered with a vapor berder of no less than (4) mills

Windows: Windows shall be Insulated (double) glass or have slorm windows.

Doors: Doors exposed to full TD areas must be wealherostdpped on aN sides and of solid construction.

Ducts: Air ducts located outside of cooditk_'_sd space must have: t) all joinls properly fastened and sealed, and, 2) the duct shall have a

minimum Installed insulation R-value of 6.0. All joints in ducb, vork outside of the conditioned space must be permanently sealed with
Ihe applicaUon of duct sealant, Transverse Joints, lake-offs, transitions, supply/return connections to the air handler, boot

connections to the floor/ceiling/wall, and framedJn and panned passages must be made airtighl with duct sealant.

Attic Vent: Attic ventilation must be a minimum of one square foot Of net free area for each 150 square feet attic floor area.

Water Heaters: Electric water heaters must have insulation surrounding the lank with minimum total R value of 8 (R-8).

Air Condition: All air conditioners must have a SEER rating of 1.5 SEER higher than the rating shown in the Council of American Building Officials

Model Energy Code or 12 SEER or any federal or state mandated energy codas, whichever is higher.

Other: Chimney flues and fireplaces must have tight tilting dampers.

°insulation thermal resistance values are shown for insulation oJn,ly, framing corrections will not be considered.

The "as installed" thermal resistance (R) value for all loose fill or blowing type insulation materials must be verifiable either by lnslatled

density using multiple weighled samples, the manufacturer's certification methods, Federal Trade Commission's procedures or other

methods specified by local governing agencies.

Effective Upon Approval Of The Public

Service Commission Of Soulh Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 6 (RGCC)

Basic Facilities Charge:

CHARACTER OF SERVICE

Alternating Current, 60 hertz, single phase, 120 volts, 2 wire or 120t240 volts 3 wke,

RATE PER MONTH

Summer
(Billing Month

June-September)

$ 8.00

Plus Energy Charge:

Ftrst 800 Kwhrs, @ $ 0.10279 per Kwhr.

Excess over 800 Kwhrs. (_ $ 0.11241 per Kwhr.

MINIMUM CHARGE

The monthly minimum charge shall be the basic faci_it_s charge as stated above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

RESIDENTIAL SERVICE

ENERGY SAVER/

CONSERVATION RATE

(Page 2 of 2)

winter
(Billing Month

October-May)

$ 8,00

$ 0.10279 per Kwhr.

$ 0.09884 per Kwh_.

Fuel costs of $03392 per Kwh, are included in the energy charge and are subject to adjustment by order of the Public Service Commission of South

Carolina.

STORM DAMAGE COMPONENT

The energy charges above Include a storm damage component of $.00043 per Kwhr, for accumulation of a storm damage reserve,

SALES AND FRANCHISE TAX

To the above will be added any applicable sales lax, franchise fee or business license lax which may be assessed by any state or local governmenlal body.

PAYMENT TERMS

All bills are net and payable when rendered,

SPECIAL PROVISIONS

The Company will furnish service in accordance with its standard specifications. Non.standard service will be furnished only when the customer pays the
difference in costs between non-standard service and standard service or pays fo the Company its n_mal monthly facility r..harge based on such difference

in costs.

TERM OF CONTRACT

Contracts shall be written for a period of not less than one (1) year, A separate contract shall be written for each meter at each lecabo_,

GENERAL TERMS AND CONDITIONS

Tt_ Company's General Terms and Conditions are incorporated by refererce and are a part of this rate schedule.

Effective Upon Approval Of The Public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 7 RESIDENTIAL SERVICE

TIME-OF.USE DEMAND

AVAILABILITY

This rate is available on a voluntary basis to customers using the Company's standard service which is specified as a single point of de!ivery per premises from an

existing overhead distribution system to itldividually metered private residences and ind|vidually metered dwelling units in aperiments structures or other multi-
family residential structures, il is rml available for resale service nor shall servk:e be supplied to dwel_ units having a total or more than ten morns, fwe or more

orwhlch are rented or offered for rent to any person or persons not a member, or memberS, of the immediate family of the owner or lessor of the dwelling units.

A dwelling unit is defined as a room or group of rooms having, in addition to living quarte,'s, kitchen facilities for the sole use of the family or individual occupying
such dwelling unit.

CHARACTER OF SERVICE

Alternating Current, 60 hertz, single phase, t20 volts. 2 wire or 120/240 volts 3 wire.

RATE PER MONTH

I. Basic Facilities Char_le: $ 12.00

II. Demand Charge:

A. On-Peak Bi_ing Demand

Summer Months Of June-.Se_terN}er _) $ 1025 per KW

Non-Summer Months of October-May _ $ 6.44 per KW

ill, Energy Charge:

,Allen-peak Kwhrs.@ $ 0.07436 perKwhr.

All Off-peak Kwh_s@ $ 0.05871 per Kwhr,

MINIMUM CHARGE

The l,nonthly minimum charge shall be the basic facilities charge as stated above,

BILLING DEMAND

The rnax_num integrated f_een mk"_ute demand for the current month OCCurring during the on-peak hou_ specified below. The maximum

inlegre_ed fifteen minute demand lo_ any period may be recorded on a rolling time interval

DETERMINATION OF ON-PEAK HOURS

A. On-Peak Hours:

Summer Months of June-September:

The on-peak summer hours are defined as the hours between 2:00 p.m-Z00 p.m., Monday-Friday, excluding holidays."
Non-Sumrrmr Months of October-May

The on-peak winler hours are defined as Ihe hours between 700 am.. 12:00 noon. Monday-Fr_lay, excluding hol;.days °
B. Off*Peak Hours:

The off-peak hours in any month are defined as all hours not specified as on-peak hours.

'Holidays are: New Year's Day, Memorial Day, Independence Day, Labor Day, Thanksgiving Day and Christmas Day

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03392 per Kwhr. are ircluded in the e_ergy cha_e and are subject to adjustment by order of the Public Secvce Commission of South Carolina.

STORM DAMAGE COMPONENT

The energy d=arges above include a stem= damage componenl ot $.00043 per Kwhr. for accumulation of a storm damage reserve

SALES AND FRANCHISE TAX

To the above will be added any applicable sales lax, franchise fee or business I_Cense tax which may be assessed by any state or local governmental body

PAYMENT TERMS

All bills are nel and payable when rendered

SPECIAL PROVISIONS

The Company will furnish service in accordance wi_h its standard specifications Non-standard senvice will be hlreished only when the cuslomer pays the
difference in cosls between non-standard service and standard service or pays to the Company its normal monthly facility charge based on such difference in
costs.

The Company shall have the right to install and operate special metering equiprnerd In measure customer's loads or any part thereof and In obtain any olher data
necessary to detente, he t_m customer's load characteristics.

The Company's levelized paymenl plans are not available to customers sowed under Ihis rate schedule.

TERM OF CONTRACT

Conhacts shall be written for a period of not less than one (1) year. A separate contract st=all be written for each meter at each location

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are incorporated by reference and are a pad of th_ rate schedule.

Effective Upon Approval OI The Public
Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 8 RESIDENTIAL SERVICE

AVAILABILITY

TDJs rate is available Io customers using the Company's slandmd service which is specified as a single point of detive_ per premises from an existk_:j

overhead distr¢oution system to individually metered private residences and _ividualty metered dwelling units in apartment structures or other multi-family
residential structures. II is not available for resale sennce nor shall serv_,ce be suppt_ed Io dwelling units having a total of more than ten rooms, five or more of

which are renled or offered for rent to any person or persons not a member, or members, of the immediate family of the owner or lessor of the dwelling units.

A dwelling unit is defined as a room or grOUp of ro_ms having, In addition Io living quarters, kilchen lacillties for the sole use of the family or individual

occupying such dwelling unit.

CHARACTER OF SERVICE

Allemating Current, 60 hertz, single phase, 120 volts, 2 wire or 120/240 vo_ls 3 wire.

RATE PER MONTH

Summer Winter

(Billing Month (8ilhng Month

June-September) October.May}

$ 8.oo $ 8.0oBa....ssicFacilities Charj_e._

Plus Energy Charge;

First 800Kwhrs.(_ $ 0.10656 perKwhr. $ 0.10656 perKwh_'.

Excess over 800 Kwh_s. @ ,5 O. 11656 per Kwhr. $ 0.10246 per Kwhr.

MINIMUM CHARGE

The monthly minimum charge shall be the basic facilities charge as stated above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fl_l costs of S.03392 per Kwhr are included _nthe energy charge and are subjeel to adjustme_nt by order of the Public Se_ice Commissior_

of South Carolina.

STORM DAMAGE COMPONENT

]he energy charges above include a sierra damage componenl el $.00043 per K,,vhr. [or accumulation of a storm damage reserve,

SALES AND FRANCHISE TAX

To the above will be added any applicable sates tax, franchise fee or business license tax which may be assessed by any state or local governmenlal body.

PAYMENT TERMS

All b_ts are nel and payable when rendered,

SPECIAL PROVISIONS

The Company will furnish service in accordance with its standard specifications. Non-standard service wilt be furnished only when the customer pays the
difference tn costs between non-slendard service or pays to the Company its normal monthly facility charge based on such difference in costs.

TERM OF CONTRACT

Contracts sha_l be written/or a pe_od of not tess than one (1) year, A separate contract shall be written for each meter at each JOcat_on,

GENERAL TERMS AND CONDITIONS

lhe Company's General Terms and Conditions are incorporated by referer'=ce and are a part of this rate schedule,

Effective Upon Approval Of The Public
Service Commission O! South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 9 GENERAL SERVICE

(Page 1 of 2)

AVAILABILITY

This rate is available to customers using the Company's standard service which is specified as a single point of delivery per premises from an existing

overhead distribution system for general light and/or power purposes such as cemmercial, industrial religious, charitable and eleemosynary institutions.
it is not available for resale service.

CHARACTER OF SERVICE

Alternating Current, 60 hertz. Voltage and phase at the oplion of the Company.

RATE PER MONTH

Summer Winter
(BlUingMonths (B_ing f._k_ths

June=September) Oclober@.iay)

Basic Facilities Charge: $ 16.50 $ 16.50

Demand Charge:

First 250 KVA of Billinf:j Demand No Char_le No Charade

Excess over 250 KVA of Bittln 9 Demand @ $ 3,05 per KVA No Charge

"[he Billing Demand (to the nearest whole KVA) shall be the maximum integrated fifteen (15) minute demand measured during the billing months of
June through September.

Energy Charge:

First 3,000 Kwhrs @ $ 0.10602 per Kwhr. $ 0.10602 per Kwhr.

Over 3,000 Kwhrs.@ $ 0.11239 per Kwhr. $ 0.09898 per Kwhr,

MINIMUM CHARGE

The monthly minimum charge shall be the basic facilities charge and demand charge as stated above, p_ovided however, when construction COSTS

exceed four (4) times the estimated annual revenue excluding fuel revenue to be derived by the Company. the customer may make a contribution in a_d

of construction of Ihe excess cost or pay the Company's standard fac_ity rate on the excess cons_Jct_on Cost in addition to the rate charges above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel cosls of $,03378 per Kwhr. are included in the energy charge and are subject to adiustment by order of the Public Servk:e Commission of Soufh
Carolina,

STORM DAMAGE COMPONENT

The energy charges above include a storm damage component of $.00038 per Kwhr. for accumulation of a starel damage reserve.

SALES AND FRANCHISE TAX

To the above will be added any applicable sales lax. franchise fee or business license tax which may be assessed by any state or local governmental
body,

POWER FACTOR

If the power factor of the Customer's installation falls below 85%, the Company may adjust the billing to a basis of 85% power factor.

TEMPORARY SERVICE

Temporary service for constnclion and other purposes wtll be supptled under this rate in accordance with the Company's Terms and Condilions
covering such service

PAYMENT TERMS

All bills are net and payable when rendered.

Effective Upon Approval Of The Publi

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 9 GENERAL SERVICE
(Page 2 of 2)

SPECIAL PROVISIONS

I his late is available for residerdial service _ere more than one dweUing unit is supplied through a single metal provided service to such dwelling

unit was established pnor to july 1, 1980.

The Company will furnish service in accordance with its standard specifications. Non-standard service w_l be fumished only when the customer

pays the difference in costs between non.slandard service and standard service Dr pays to the Company ils normal monthly facility charge based on
such difference in costs.

UNMETERED SERVICE PROVISION

When customers usage can be determined and kr the sole opinion of the Company, inslatlalton of metering equipment is impractical or

tmeconorolcal, roonthly K,,Vnrs may be estimated by the Company and billed at the above rate per month, except that the basic facilities charge

shall be $525.

TERM OF CONTRACT

ContTacts for installation of a permarmn! nature shall be written for a ped_,d of not less than one (1) year. A separate conlracl shall be w_ten for

each meter at each location

GENERAL TERMS AND CONDITIONS

The Company's General Te_ns anO Conditions ate incorporated by reference and are a part of this rate schedule.

Effective Upon Approval Of The Public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 10 SMALL CONSTRUCTION SERVICE

AVAILABILITY

"this tale is available as a temporary service for builders using the Company's standard service which is specified as a s_ngie point of delivery per

premises from an existing overhead disb'ibution system for general lighting aed/or power purposes during construction, It is nol available for resale or

standby service.

CHARACTER OF SERVICE

Alternating CurrenL 60 hertz, single phase, _vo or three wire at Company's standard secondary service voltages el 240 volts o¢ less.

RATE PER MONTH

Basic Facilities Charade: $ 8,00

Plus Energy Charge:

AII Kwhrs.@ $ 0,10637 perKwhr.

MINIMUM CHARGE

The monthly mir_mum charge shall be the basic facilities charge as slated above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03378 per Kwhr. are included in Ihe energy charge and are subject to adjustment by order of the Public Service Commission of South

Carolina.

STORM DAMAGE COMPONENT

rhe energy charges above include a storm damage componenl of $.00038 per Kwhr. for accumulalion of a storm damage reserve.

SALES AND FRANCHISE TAX

To the above will be added any applicable sales lax, frar'_chise fee or business license tax which may be assessed by any state or local governmental

body.

PAYMENT IERMS

All bills are net and payable when rendered.

SPECIAL PROVISIONS

If providi_j temporary service requires the Company to inslall transformers and other facilities which must be removed when temporary service is no

longer required, then the customer may be required to pay the cost of installing end removing the Company's temporary facilities,

TERM OF CONTRACT

Contracts shall be writlen for a period of time commencing with establishment of service and ending when conslru, cllon is suitable for occupancy or one

year, which is less, A separate contract shall be writlen for each meter at each Iocalioe,

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are incorporated by reference and are a part of this rate schedule.

Effective Upon Approval Of The Public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY
ELECTRICITY

RATE 11

AVAILABILITY

IRRIGATION SERVICE

This rate Is available to customers using the Company's standard service which is spec_Jed as a single poinl of delivery per pren'uses from an existing
overhead d_t_bution system. It is not available for resale. This schedule is available for servtce |umished for the opt'alien of electtk: motor driven pun_s
and equipment supp_ing waler lot"Ihe irrigation of farmlands and plant nurserPas, and imgation to provkta adequale moisture for vegetative cover to con_ol

erosion and provide runoff. The pumping units served hereunder shall be used solely for the purpose of irrigation

All molars of more than 5 HP shall be approved by the Company. The Company reserves Ihe dghl to deny service to any motor which wilt be detrimental to
the service of other customers. Upon request, custorr_r may pay all cost assor:_ated with upgrading the system Io the point at which stsrting the customer's
motor will not degrade the service to the other customers

CHARACTER OF SERVICE

Alternating Currenl, 60 hertz Voltage and phase at the option of the Company.

RATE PER MONTH

L Summer Months of June-September

A. Basic Factl_ties Charge: $ 20 15
B. Energy Charge:

Atton_peak Kwhrs.@ $ 018811 per Kwhr.

All sheuiderKwhls_ $ 0.11348 per Kwh¢.

All off-peak Kwhrs @ $ 0.06623 per Kwhr

IL Winter Months of October-May

A. Basic Facilities Char_le: $ 20A5

[3. Energy Charge:

All Kwhts_ $ 0,06623 per Kwhr.

MINIMUM CHARGE

)'he monthly minimum charge shall be the basic facilities charge as stated above, except when the revenue produced by the customer does not sufficienHy
support the investment required to serve the load. The Company will determine in each case the amouot and form of payment required to correct Ihe
revenlm de £_tert_.y

DETERMINATION OF ON-PEAK SHOULDER, AND OFF-PEAK HOURS

A. On-Peak Hours:

Summer Months of June-Seplemher,

The on-peak summer hours are defined as the hours between 200 p.m.'.6:00 p.m., Monday-Frlday. excluding holidays."

B. Shoulder Hours:

Summer Months o_rJune-September:

The shoulder summer hours ate defined as the hours between IO00 a.m -2:00 p.m. and 6:00 p.m-t0 00 pro.. Monday-Friday, excluding

holidays.*
C. Off-Peak Hours:

The off.peak hours in any month are denr:,ed as ell hours no[ specilted as on-pe_k or shootdet" ho_s

*Holidays are Independence Day and Labor Day

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $03378 per Kwhr. are included in the er.'ergy charge and are subject to adiustmont by order of Ihe Public Service Commission of South
Carotirta.

STORM DAMAGE COMPONENT

"[he energy charges above include a storm damage component of $.00038 per Kwhr, for accumuiahon of a storm dan_ge reserve.

SALES AND FRANCHISE TAX

To the above w_ll be added any applicable sales tax, franchise fee or business license tax which may be assessed by any state or local governmental body.

PAYMENT TERMS

All bills are net and payable when rendered

SPECIAL PROVISIONS

The Company will flJrnish service in accordance with its standard specif'catlons. Non-standan;I service will be fi_rnished only when the customer pays the
difference in costs between non-standard service and standard service or pays to the Company its normal monthly facility charge based on such difference
in costs.

The Company shall have the right to/,nstalt and operate special metedng equipment to measure customer's loads or any pad thereof and obtain any other
data necessaP/to determine the customer's load chmacterlstics,

TERM OF CONTRACT

Contracts for installations shall be written for a period of not less than Ion (10) years. A separele contracl shall be written for each meter al each location,

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Condibons are incorporated by reference and are a pad of this rate schedule

Effective Upon Approval Of The Public

Service Commission Of Soulh Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY
ELECTRICITY

RATE 12 (C) CHURCH SERVICE

AVAILABILITY

This rate is available to customers using the Company's standard service which is specified as a single point of delivery per premises from an

existing oved_ead distribution system for general I_ght and/or power service to churches, tt is not available for resale or standby service. It is only

available to recognized churches.

CHARACTER OF SERVICE

Alternating Current, 60 heft.z. Voltage and please al tl_ option of the Company.

RATE PER MONTH

Basic FacilrLies Charge: $ t0.80

Plus Energy Charge:

All Kwhfs. @ $ 0.09098 per Kwhr.

MINIMUM CHARGE

The monthly minimum charge shall be the basic facilities charge as stated above, provided however, when construction coals exceed four (4)
times the estimated annual revenue exckrding fuel revenue to be derived by the Company, the customer may make a contribution in aid of

construction of the excess cost or pay the Company's standard facility rate on the excess construction cost in addition to the rate charges above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuet costs of $.03378 per Kwhr. are included in the energy charge end are subjecl to adjustment by order of the Public Service Commission of

South Carolina.

STORM DAMAGE COMPONENT

The energy charges above inclnde a storm damage component Of $.0003B per Kwh='. for accumulation of a storm damage reserve.

SALES AND FRANCHISE TAX

To the above will be added any applicable sates laX, franchise fee or business I_cense tax which may be assessed by any slate or local

governmental body.

PAYMENT TERMS

All bills are r_et and payable when ter'Klered.

SPECIAL PROVISIONS

[he Company will furnish service in accordance with ils standard specifications. Under no conditions will the Company allow the service to be

reso_d to or shared with others. Non-standard service ;,,'ill be furnished only when Ihe customer pays the difference in costs between non-standard

service and standard service or pays to the Company its normal monthly fac_ity charge based on such difference in costs.

Wl_en a church offers activities that, in the sole opinion of the Company, are of a commercial nature such as day care, camps or recreabonal

activities, the Company may require that the account be served under the appropriate general service rale.

TERM OF CONTRACT

Contracts shall be written for a period of not less than five (5} years. A separate contract st.all be written for each meter at each location.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are incorporated by referer_e and ate a part of this rate schedula.

Effective Upon Approval O[ The Public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 13 (ML) MUNICIPAL
LIGHTING SERVICE

AVAILABILITY

This rate is avaiPable to municipal customers using the Company's standard service which is specified as a single poinl of del_ve_ per I_emises from an

existing overhead distribution system. 1his includes aU municipally owned and operated faciht;'.es for lighting streets, h_ghways, parks and other pubhc

areas, or other signal system service. It is not available for resale or standby service.

CHARACTER OF SERVICE

Alternating Current. 60 hertz. Voltage and phase at the option of the Company.

RATE PER MONTH

Basic Facih_es Charge: $ 16.50

Plus Energy Charge:

All KwNs. (_ $ 0.08565 per Kwhr.

MINIMUM CHARGE

The monthly minimum charge shall be the basic fact[tries charge as staled above, provided however, when conslruction costs exceed four (4) times the

estimated annual revemm excluding fuel revenue to be derived by the Company, the customer may make a contribution in aid of construction of the

excess cost or pay the Company's standard facility rate on the excess construction cost in addition to the rate charges above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.033?8 per Kwhr. are included in the energy charge and are subject to adjustment by order of the Public Service Commission el South
Carolina.

STORM DAMAGE COMPONENT

The energy charges above include a storm da+mage componenl of $.00038 per Kwhr+ fo_'accumulalion of a stoJm damage reserve.

SALES AND FRANCHISE TAX

TO the above wig be added any applicable sales tax. franchise fee or business license tax which may be assessed by any state or governmental body.

PAYMENT TERMS

All bills are net and payable when rendered,

SPECIAL PROVISIONS

Service shall not be supplmd under Ibis rate for establishments of a commercial nature, nor to operations pnmarily non.municipal. Under no

circumstances w+ll the Company allow the service to be resold or shared with others.

The Company ,.,/illfurnish service in accordance with its standard specifications. Non-standard sewice will be furnished only when the customer pays the
difference in costs between non+standard service and standard service or pays In the Company its normal monthly facility charge based on such
difference in costs.

TERM OF CONTRACT

Contracts shall be written for a period of not less than ten (10) years.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are incorporated by reference ar'+d are a part of this rate schedule.

Effeclive Upon Approval Of The Public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 14 FARM SERVICE

AVAILABILITY

This rate is available to customers using the Company*s standard service which is specified as a slng_e poi_ of delivery per premises from an existing
overhead distribution system on farms for producing but not processing agricultural, dairy, poultry and meat products.

Service shall not be supplied under this rate for establishments o| a commercial nalum such as stares, shops, stands, reslauranls, sePAce stalions or

any non-farm operations; nor for processing, distdb_tlng or seging farm or other ploducts not originating through producllen on the premises served.

Motors rated in excess of 20 H.P. will not be served on this rate, It is available for farm commercial operations inctucring irrigation, grain elevators and

crop drying for farm products prodtK:ed on the premises served, l! is nol available for resale service.

CHARACTER OF SERVICE

Allernating Current. 60 hedz. Voltage and phase at the option of the Company.

RATE PER MONTH

Summer Winter
(BittiPK3Months (Billing Months

June.September) October-May)

$ 8.00 $ 8.OOBasic Facilities Charge:

Plus Energy Charge:

First 800 Kwh_s.@ $ 0.10637 per Kwhr. $ 0.10637 per Kwhr.

Excess over 800 Kwhrs.@ $ 0t1637 per Kwhr. $ 0.10227 per Kwh/.

MINIMUM CHARGE

The monlhly minfmum charge shall be the basic facilities charge as stated above, provided he,waver, when conslroction costs Exceed four (4) limes

the estimated annual revenue excfnding fuel revenue to be derived by the Company. the cuetomar may make a centnbution in aid el construction el

the excess cost or pay the Company's standard tacky rate on the excess construction cost in ariditY,on to the rate charges above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel cosls of $ 03378 per Kwhr. a_e Inclnded in the energy charge and are subject to adjustment by order of the Public Service Commission of South
Caroline.

STORM DAMAGE COMPONENT

The enet£_y charges above include a sto_m damage component of $00038 pet Kwhr. for accumulation of a storm damage reserve

SALES AND FRANCHISE TAX

To the above will be added any applicable sales lax, franchise fee or business license tax which may be assessed by any stale and governmental

body.

PAYMENT TERMS

All bills are net and payable when rendered.

SPECIAL PROVISIONS

The Company will furnish service in accordance _th its standard specifical/ons. Non-standard service will be furnished on_y when the customer pays
the difference in cosls beh,_een non,stend_rd service and standard service o_ pays to the Company its normal monthly facility charge based on such
di_erence in costs,

TERM OF CONTRACT

The contract terms will depend on the conditions of service. No contract shell be written for a period o[ not less than five (5} years. A separate
contracl shall be wdtlen for each meier' at each location,

GENERAL TERMS AND CONDITIONS

The Company's Germral Terms and Conditions am incorporated by reference and are a part of this r_e schedule,

Effective Upon Approval Of The Public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY
ELECTRICITY

RATE 15 (SS-1) SUPPLEMENTARY AND STANDBY SERVICE

AVAILABILITY

Available to Small Power Producers and co-generators that are a Quality Facility as deP_ed by the Federal Energy Regulatory Commission (FERC)
Order No 70 under Docket No. RM 79-54. This schedule is not available to QualifyiP, g Facilities with a power production capacity greater than 100

KW.

SUPPLEMENTARY SERVICE

Supplementary se_,ise is defined herein as power supplied by the Company to a Qualifying Facility in addition to that which the Qualifying Facil=ly

generates itself. Supplernentary sen'ice will be provided by the Company under a retail eiectdc service schedule which the customer will establish in

co,unction with the implementation Of this Supplementary and Standby Service rate,

SUPPLEMENTARY SERVICE

1) Standby ser,,ce undo: this schedule is defined herein as power suppC'ed by the Company to a Qualif_ng FaciJity to replace energy ordinarily
generated by a Qualifying Fac_ity during a scheduled or unscheduled outage.

2) Standby service is availebie to customers establishing e firm demand which is bleed under a retail electdc service schedule of the Company. It no
firm demand is established by the customer for the purpose of taking Supplementary power, then Standby service will be prov;.ded as

Suppien_ntary service and bii_d on the aprdcabte retail electric sen/ice schedule,

3) Standby service is defined for each 15.minute interval as the minimum of:. (1) the Standby contracted demand, and. (2) the difference between
Ihe measured load and Ihe contracted firm demand_ except thai such difference shall not be less than zero.

4) Supptementan/Service is defined as all power supplied by the Company not defined herein as Standby Setvk:e,

5) The Standby contract demand shall be limited to the power production capecit>, of the Qualifying Facility.

STANDBY SERVICE POWER RATE PER MONTH

Basic Facilities Charge $ 155.00

Demand Charge per KW of Contract Demand $ 4 49

Energy Charge:
On-Peak KWH $ 0.0525t

Off.Peak KWH $ 0.04158

DETERMINATION OF ON-PEAK AND OFF-PEAK HOURS

A+ On+Peak Hours:

On-peak hours are defined Io be 10:0O arm " 10:00 p,m. for the months of June-September, excluding weekends.

B. Off-Peak Hours:

All hours not defined as on-peak hours are considered to be off-peak,

POWER FACTOR

The customer must maintain a power factor of as near unity as practicable. If the power factO;' of the customers tnstatlat;,on falls below 85%+ the

Company shall adjust the bi_ing demand to a basis of 85% powa_" factor

LIMITING PROVISION

The Standby Sen/ice power rate will be available for 1325 annual hours of consumption beglening in May and ending in April. or for a p'orated share
thereof for cuMorners who beg_n to receive service in months other than May. Accomds on this rate are subject to Ihe following condition: Standby

sen,ice wilt be available for a maxi_n of 120 On-Peak Hours,

If this account exceeds: (It 1325 hours of Standby service annually, or (2) | 20 on-peak houre of Standby service, the account will be billed on the rate

. normally appl_.-'d to customers Supplementary service load for the cun'ehi b;l_'_g month aP,d Iho subsequent eleven months.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03366 per Kwh. are included in the enongy charge and are subject to adjustment by order of the PubJic Service Commission o4 South

Carolina.

STORM DAMAGE COMPONENT

The energy charges above include a storm damage component of $.00008 per Kwhr for accumulation of a slorm damage reserve

SALES AND FRANCHISE TAX

To the above w_l be added any ap_ble safes tax, franchP-_efee or business license tax which may be assessed by any state or local governmental

body:

PAYMENT TERMS

All bills are net and payable when rendered.

SPECIAL PROVISIONS

The customer is responsible for all costs associated with interconnection to the Company's system for the purpose of obtaining Supplementary or

Standby power.

TERM OF CONTRACT

Contracts shall be written for a period of not less than three (3) years.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are incorporated by reference and a part of this rate schedule.

Effect;re Upon Approval Of The Public

Se_,'ice Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 16 GENERAL SERVICE

TIME-OF-USE

AVAILABIUTY

This rate is avaiPab_e to any non-reS_ential customer using the Company's standard saP/ca which is specified as a single point of delivery per premises

from an existing overhead distribution system for power and light requirements and having an on-peak demand of tess than 1,000 KW. The second billing

month within a twelve bil]ing month pedod thai on-peak demand exceeds 1,000 KW _,_tl terminate eligibility under this rate schedule, tl is nel available for
resale service,

CHARACTER OF SERVICE

Alternating Current. 60 hertz. Voltage and phase at the option of the Company,

RATE PER MONTH

I. Basic Facilities Charge: $ 20.15

tl, Energy Charge:

A, On-Peak Kwh_,

1. Months of June-September $ 0,18811 per Kwhr.

2. Months of October-Me}/ $ 0.14961 per Kwhr.

B. Off-Peak Kwh_.

First 1,000 off-peak Kwhrs. (_ $ 0.07916. per Kwhr.

Excess over 1,000 off-peak Kwhrs. (@ $ 0.08374 per Kwhr,

DETERMINATION OF ON-PEAK HOURS

A. On-Peak Hours:

Jure-September:

The on-peak summer hours are de_rmed as the hours between 1:00 p.m..g:00 p.m.. Monday-Friday. excluding he§days.*

October-May:

The on-peak nOn-summer hours are defined as those hours behveen 6:00 a m.-1O:00 a.m. and 6:00 p,m.- 10:00 pro.

Monday-Friday, excluding hotidays.*

B. Off-Peak Hours:

The off-peak hours in any month are defined as all hours not specified as on peak houcs.

"Holidays are: New YeaCs Day, Memodal Day, Independence Day, Labo: Day. Thanksgivkcj Day and Chidslmas Day

MINIMUM CHARGE

The monthly minimum charge shall be the basic facilities charge as stated above, provided however, when construction costs exceed four (4J limes the

estimated annual revenue excluding fuel revenue Io he derived by the Company, the customer may make a contribution in aid of construction cost in

addition to the rate charges above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs el $.03378 per Kwht. are included in the energy charge and are subjec! to adjustment by order of the Public Service Commission of 5outh
Carolina.

STORM DAMAGE COMPONENT

The energy charges above include a storm damage component of $.00038 per Kwiv. for accumulation of a storm damage reserve.

SALES AND FRANCHISE TAX

To the above w_il be added any applicable sales tax, franchise fee of business license tax which may be assessed by any slate or local governmental

body

POWER FACTOR

If the power factor of the customer's installation falls below 85%. the Company may adjust the btll_ngto a basis of 85% power factor

PAYMENT TERMS

All b_llSare net and payable when rendered.

SPECIAL PROVISIONS

The Company will furnish service in accordance with its standard specit_cations. Non-standard service ",viiibe furnished only when the customer pays lhe
difference in costs beh..-een non-standard service and standard service or pays to the Company its normal monthly facility charge based on such

difference in costs.

TERM OF CONTRACT

The contract terms will depend On the conditions of sen, ice. Contracts for inclailations of a permanent nalum shall be written for a period of not less than

one (1) year. A separate contract shag be wdtten for each meter at each location.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are incorpo;aled by reference and are a part of this rate schedule.
Effective Upon Approval Of The Public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 19 GENERAL SERVICE

CONCURRENT DEMAND

TIME-OF-USE

(Page 1 of 2)

AVAILABILITY

This rate is ava_ble at the Company's discretion, to a maximum of tO business entities using the Company's standard electric service. Each business
enbly shell be compnsed of at least 2 non-contiguous premises having a total combined contract demand of at least 1,000 KVA. in addition, each

premises shall have a minimum contract demand of 50 KVA. A business entity is defined as a single corperalJon, padnershlp, or individual owner. Tbis

rate is not evadable for individual franchise units of a business, nor for subsidianes operating as a separate corporation or padnersblp. The individual

premises which comprise the business enbty should possess similar characteristics aed/ot toad patte_'ns common to the indusky in which the entity
does business. This schedule is not available to antilles which form an association or similar organization solely in an attempt to qualify for service

under this late. The Company reserves the right to make a final determination on what constitutes a business entity as well as the premises making up
that entity. This rate is not available for residential customers 0_"resale service.

Service under this rate schedule is dependent on the Company procuring and installing necessary meledng equipment and may not be available to
premises where multiple delivery points on conl_guous properties are not currently combined under conlracl

CHARACTER OF SERVICE

Alternating Current, 60 hertz, three phase metering at the delivery voltage which shall be standard to the Company's operation.

RATE PER MONTH

I. The Diversity Charge witl be computed utilizing actual data or modeled using available sample data from similar entilies. Once actual data is available

for a twelve month period, the Diversity Charge will be reviewed and may be adjusted, The Diversil¥ charge will not he less than zero. The Diversity
Charge will be computed according to the following formula:

Diversily Charge = AC 1 - AC2
12

Where AC1 = Annual Cosl Under Current Rale(s)

AC2 = Annual Cost Projected Under Concurrent Rate

tl, Basic Facilities Charge: $ 155.00 per Premises

III. Demand Charge:

A, Concurreot On-Peak BillliKj Demand

1. Summer Months of June-September @ $ 19.15 per KVA
2. Non-Summer Months of Octeber.May @ $ 12.72 per KVA

B. Concurrenl Off-Peak Billing Demand

t. All Off-Peak Biltin9 Demand @ $ 3.56 per KVA

IV. Energy Charge:

A. On-Peak Kwhrs,

1. Summer Months of Juno-Seplember _ $ 0.07631 parKwhr.

2. Non-Summer Months of October.May @ $ 0.05251 per Kwhr.

B. Off.Peak Kwhrs.

1. All Off-Peak Kwhrs. _ $ 0.04158_per Kwh.

BILLING DEMAND

1"he concurrent billing demand for the entity w_l be the maximum integrated 15 minute concurrent demand which may be on a rolling lime interval for ell
the premises' metering paints during the calendar month.

For the summer months, the concurrent on-peak billing demand shall be the maximum Integrated filteen minute concurrent demand measured during
the on-peak hours of the current monlh.

For the non-summer months, the concurrent on-peak bil_ing demand will be the greater of: (1) the maximum integrated f-_teen minute concurrent

demand measured during the on-peak hours of the current month, or (2) eighty percent (80%) of the maximum integleted concurrent demand occumng
during the on.peak hours of the preceding months.

The COnCurrent off.peak billing demand shall be the greatest of the following positive differe_ces: (1) the maximum integraled fifteen minute concurrent

demand measured during the off-peak hours minus the on-peek billing demand, (2) the contract demand minus the on-peak billing demand, or (3) 50
KVA per premLses minus the on-peak billing demand.

Effective Upon Approval Of The Public

Service Commission Of Soulh Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 19 GENERAL SERVICE

CONCURRENTDEMAND

TIME-OF-USE

(Page2_2)

DETERMINATION OF ON-PEAK AND OFF PEAK HOURS

A. On-Peak Hours During Summer Months:

June*September:

The on-peak summer hours are defined as the hours behveen 1:00 p.m,-9:00 p.m., Moeday-Fdday. excluding holidays_"

B. On-Peak Hours During Non-Summer Months:

May and October:
The on.peak non-summer hours are defined as the hours between 1:00 p.m.-g:00 p.m., Monday-Friday. excluding holidays."

NovemL_r-Ap_:

Thpeak non*summer hours are defined as the hours between 6:00 a.m.-12:00 noon and 5:00pro.-9:00 p.m., Monday-Friday,

excluding holidays.*

C. Off-Peak Hours:

The off.peak hours in any month are defined as all hours not specified above as on-peak hours,

"Holidays ate: New Year's Day. Memorial Day, Independence Day, Labor Day, Thanksgiving Bay and Ctvislmas Day.

ADDITION OR REMOVAL OF A PREMISES

An additional premises may be added subsequent to the initial five (5) year contract without an increase in the diversity charge if the entily extends
the existing concurrent contract so thai the term extends |we (.5) years alter the addition of the new premises. A premises existing at the lime that

the entily initially elects to take service under this rate schedule may be added without an extension in the concurrent contract term; however, there
wilt be an increase in the diversity charge as each pre-existing premises is added. If an entity wants to terminate service Io a premises under this

rate schedule and the same time does not add another premises which includes an extension of the contract term. the Company will determine the

appropriate termination charge, Aitemabvely. if the entity adds an additional premises and prefers not to extend the contract term, the diversity

charge will increase accordingly and the entity agrees to reimburse the Company for the total cost of connection to the Company's system if service

to the new premises is terminated within five (5) years of the service date.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03366 per Kwhr. are included in the energy charge end are subject to ediustment by order of the Public Service Commission of South

Carot_na.

STORM DAMAGE COMPONENT

The energy charges above include a storm damage component of S.00022 per Kwhr, for accumulation of a storm damage reserve,

BILLING AND PAYMENT TERMS

Bills will be calculated on a monlhty basts. Each premises will receive an individual information bill and the entity wilt receive a combined bill

summarizing all of the premises. All payments, as well as any credit end collection activities, will be at the entity level. All bills are net and payable

when rendered.

SALES AND FRANCHISE TAX

For each premises served under this rate. any applicable sates tax, franchise fee o_ business license lax which may be assessed by any state or

local governmental body, will be added to the monthly bill,.

METERING

Service under this rate wilt be provided only after the Company prc_ures and installs at each premises metering which has interval dale capabilities

to allow for the aggregetK:,n of demand for each 15 minute Interval in the billing period, Each entity may be required to contribute to the cost of

melerir_g installed by the Company to qualify for service under this rate, In addition, the entily must provide a dedicaled phone line at each metering

point.

TERM OF CONTRACT

The contract terms will depend on the conditions of service above. No contract shall be written for a peded of less than five (5) years. A master

contract shall be wntten to include all premises amended as premises are added or deleted,

SPECIAL PROVISIONS

The Company will furnish service in accordance with its standard specifcatinns, Non-slandard service wttl be furnished only when the custemer pays
the difference in costs between non.standard service and standard service or pays to the Company its normal monthly facility charge based on such

difference in costs.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions ate incorporated by reference end ere e pad of Ihis rate schedule,

Effective Upon Approval Of The Public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 21 GENERAL SERVICE
TIME-OF-USE-DEMAND

(Page 1 of 2)

AVAILABILITY

This rate is available fo any customer using the Company's standard service for power and light requirements and having a contract demand Of 50 KVA and

a maxlmum demand of less than 1,0C0 KVA, It is not available for resale service.

CHARACTER OF SERVICE

Alternating current. 60 hertz, three phase, metenng at the deliver/voltage which shall be standard to the Company's operation.

RATE PER MONTH

I. Basic Facilities Charge: $ 155.00

If. Demand Charge:

A. On-Peak Biting Demand:

1. Summer Months of June-September (_ $ 19.15 per KVA

2, Non_ummer Months of October-May _ $ 12,72 per KVA

B. Off-Peak B_ling Demand

1. All Off-Peak BillintJ Demand @ $ 3.56 per KVA

III. Energy Charge:

A. On-Peak Kwhrs.

1. Summer Mon_s of June.Septembe_ @ $ 0,07631 per Kwhr.

2, Non-Summer Months Of Oclober-M_t (_ S 0,05251 per Kwhr.

B. Off.Peak Kwhrs.

1 All Off.Peak Kwhrs. @ $ 0.04 t58 per Kwhr

BILLING DEMAND

The billing demands wilt be rounded to the nearest whole KVA. The maximum integrated fifteen minute demand for any period may be recorded on a rolling
time interval

FOr the summer months, the on-peak billing demand shall be the maximum integrated fifteen rrrinute demand measured dunng the on-peak hours of the

current month.

For the non-summer months, the on-peak billing demand will be the greater of: (t) the maximum integrated fifteen mlnute demand measured during the on-

peak hours of the current month, or (2) eighty percent (80%) of the maximum integrated demand OCCurring during the on-peak hours of fbe preceding
summer months.

The off-peak billing demand shall be the greatest of the following positive differences: (1) the maximum integrated t'dteen minute demand measured dunng

the off-peak hours minus the on,peak billing demand, (2) the contract demand minus the on-peak billing demarKI or (3) 50 KVA minus the on-peak billing
demand.

DETERMINATION OF ON-PEAK AND OFF-PEAK ltOURS

A. On-Peak Hours During Summer Months:

June-September:

The on-peak summer hours are defined as the hours between 1:00 p,m-9:00 p.m., Me.lay-Friday, excluding holidays."

B. On-Peak Hours During Non-Summer Months:

May end October:

The on.peak non-summer hours are defined as the hours between 1:00 p.m.-9:00 p.m,, Monday Friday, excluding holidays."

November-April:

The on.peak non-summer hours are defined as Ihesa hours between 6:00 a,m,.12:00 noon and 5:00 p.m -9:00 p,m.,

Monday. Friday, excluding holidays,*
C, Off-Peak Hours:

The off-peak hours in any month are defined as all hours not specified as on-peak hours.

'Holidays are: New Year's Day. Memorial Day. Independence Day. Labor Day, ] hanksgiving Day and Christmas Day

Effeclive Upon Approval Of The Public

Service Commission Of Soulh Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 21 GENERAL SERVICE

TIME-OF-USE-DEMAND

(Page 2 o! 2)

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03366 per Kwhr. are included in the energy charge and are sub iect to adiustment by order of the Public Service Commission
of South Carolina.

STORM DAMAGE COMPONENT

The enei'gy charges above include a storm damage component of $00022 per Kwhr. for accumulation o[ a storm damage reserve.

SALES AND FRANCHISE TAX

To the above ,,vi_ be added any applicable sales lax, franchise fee o_ business license lax which may be assessed by any state or local
governmental body.

PAYMENT "IERMS

All hills are nel and payable when rendered.

SPECIAL PROVISIONS

The Company will furnish service in accordance with its standard specifications. Non-standard se_'ice will be furnished only when the

customer pays the difference in cosls belween non-standard service and standard service or pays to the Company its normal monthly
facility charge based on such difference in costs.

TERM OF CONTRACT

The conlzact lerms wiU depend on the condlt_ons of salute. No contract shall be written for a period less than five (5) years. A separate
contracl shall be wdttan for each meter at each location.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are incorparaled by reference and a part of this tale schedule.

Effective Upon Approval Of The Public

Sen,ice Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 21 A EXPERIMENTAL PROGRAM - GENERAL SERVICE

TIME-OF-USE-DEMAND

(Page 1 o_ 2)

AVAILABILITY

This rate is available on a voluntary "first come, first serve" basis to the first 250 Rate 20 customer accounts and any Rate 21 customer account that

qualify under the provisions of the stipulation approved by the South Carotene Public Service Commission in Docket #2002-223-E order No. 2003-38 dated
January 31, 2003_ [his ralo will be closed after the initial padlctpant group is established, except g_re w_llbe 25 additional customer accounls thai will be

allowed to padJclpale on a "first come first serve" basis fo_ new facilities constructed by customers in the initial parbcipant group end as provided for in the

stipulation as referenced above The stipulatfon referenced above shall provide guidance as to any issue regarding ava_abliity on this rare. II is not

available for resale service.

CHARACTER OF SERVICE

Alternating current, 60 hertz, ttvee phase, _r_elering at the delivery voltage which shall be slandard to the Company' s operation.

RATE PER MONTH

I. Basic Facilities Charge: $ 155,00

tl. Demand Charge:

A. On-Peak Billing Demand;

1. Summer kt_nths of June-September @ $ 1838 per KVA

2. Non.Summer Months of October-May @ $ lt,4t per KVA

B. elf-Peak Billing Demand

1. All Off-Peak Bill_n 9 Demand @ $ 3.56 per KVA

Ill. Energy Charge:

A. On-Peak Kwhrs.

1. Summer E_n_hs of June-September @ $ 0.07209 per Kwhr.

2. Non-Summer Months of October-May _ $ 0.04973 per Kwhr.

B. Off-Peak Kwhrs.

1. All Off-Peak Kwhts, (_ $ 0.03946 per Kwhr.

BILLING DEMAND

The billing demands will be rounded to the nearest wl_ole KVA. The maximum integrated fifteen minule demand for any period may be recorded on a

rolling time tnlervaL

For the summer months, the on-peak billing demand shall be the maximum integrated fifteen m_uie demand measured during the on-peak hours of

cuffent month,

For the non-summer months, the on-peak billing demand will be the greeter of: (1) the maximum integrated fifteen mthute demand measured during the on-

peak hours of the current month, or (2) ekJh_ percent (80%) of the maximum integrated demand occurring during the on-peak hours of the preceding

summer months.

The off-peak billing demand shall be the greatest of the follow_ng positive d,fferences: (I) the maximum integrated fifteen minute demand measured during

the off-peak hours minus the on@eak billing demand, (2) the contract demand minus the on-peak billing demand or (3) 50 KVA minus the on-peak bJlfing
demand.

DETERMINATION OF ON-PEAK AND OFF-PEAK HOURS

A. On-Peak Hours During Summer Months:

June-September:

TIM on-peak summer hours are defined as the hours between 1:00 p.m..9;00 p.m., Moeday-Friday, excluding holidays.*

B. On-Peak Hours During Non-Summer Months:

May and October:
The on-peak non-summer hours are defined as lhe hours between t;00 p.m.-9:00 p.m., Monday-Friday, excluding holidays."

November-April:

The on-peek non-summer hours are defined as these hours between 6:00 a.m..12:00 noon and 5:00 pm.-9:00 p.m.,

Monday-Friday, excluding holKlays. °

C. Off-Peak Hours:

Tile off-peak hours In any month am defined as all hours not specified as on-peak hours.

"HotkJays ere: New Year's Day, Memorial Day, Independenc_ Day, Labor Day, Thanksgiving Day and Christmas Day

Effective Upon Approval Of The Public
Service Commission Of Soulh Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 21A EXPERIMENTAL PROGRAM - GENERAL SERVICE

TIME-OF-USE-DEMAND

(Page 2 of 2}

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $03366 per Kwhr. are included in the energy charge and are s_b/ect to adjustment by order ot the Publ/c Servce Commission of SQuth Ca_oltea.

STORM DAMAGE COMPONENT

I he energy charges above include a storm damage component o[ $.00022 per Kwhr. for accumulalton of a storm damage reserve,

SALES AND FRANCHISE TAX

To the above will be added any applicable sales lax. franchise fee or business license tax which may be assessed by any slate or local governmental body,

Atl bills are net and payable when rendered.

PAYMENTTERMS

SPECIAL PROVISIONS

The Company wlit furnish service in accordance with its standard specifications. Non.standard service will be fu_'nlshed only when the customer pays the

difference in costs between non-standard service end slandard service or pays te the Company its normal monthly facility cha_ge based on such difference in
costs.

TERM OF CONTRACT

The contract terms wilt depend on the cond_t/ons of service. "the coeb'act for this experimental program shall be written (or a period of 48 months as provided for

in the stipulabon approved by the South Carolina Public service Commission in docket No. 2002-223-E. order No_ ?-_3-38 dated July 31, 2G03. A separate
contract shall be written for each metex at each location.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are incorporated by reference and a part of this tale schedule.

Effective Upon Approval Of The Public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 22 (S) SCHOOL SERVICE

AVAILABILITY

This rate is available to customers using the Company's slandard service which is specified as a single poinl of deliver/per premises from an existing

overhead distribution system for general light and/or power service to schools, tt is not available for resate service. It is only available to recognized non-

boerdir_g schools with up through grade hvelve.

CHARACTER OF SERVICE

Alternating Current, 60 hertz. Voltage and phase at the option el the Company.

RATE PER MONTH

Basic Facilities Charge: $ 10.80

Plus Energy Charge;

First 50,000 Kwh_.(_ $ 0.09309 per Kwhr.

ExceSs over 50,000 Kwhrs._ $ 0.10694 per Kwhr.

MINIMUM CHARGE

1"he monthly minimum charge shall be the basic lecilittes charge as stated above, provided however, when construction costs exceed tour (4) times the
estimated annual revenue excluding fuel revenue to be dedved by the Company. the customer may make a contdbutlon in aid of construction of the excess

cost or pay the Company's standard facility rate on the excess constmclion cosl in addition to the rata charges above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs ol $,03378 per KwhL are included in the energy charge and are subject Io adjustment by order of the Public Service Commission of South
Carolina.

STORM DAMAGE COMPONENT

The energy charges above include a storm damage component of $.00038 per Kwhr. for accumulation el a stom_ damage reserve.

SALES AND FRANCHISE TAX

To the above wilt be added any applicable sales tax, franchise fee or business license tax which may be assessed by any state or local governmental body

AIt bills are net and payable when rendered.

PAYMENT TERMS

SPECIAL PROVISIONS

The Company will furnish service le accordance with its standard specifications. Under rio conditions will the Company allow the service to be resold to or

shared with others. Non-standard service will be furnished only when the customer pays the difference in costs between non-standard service and standard

service or pays to the Company its normal monthly facility charge based on such difference in costs.

When a school offers activities that, in the sole opinion of the Company, are of a commercial nature such as day care, camps or recreational activities, the

Company may require that Ihe account be served under the appropriate general service late,

TERM OF CONTRACT

ContJ'acts shall be written for a period of not less than five (5) years. A separate contract shall be written for each meter at each location.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are incorporated by reference and am a pad of this rate schedule.

Effective Upon Approval Of The Public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 23 INDUSTRIAL POWER SERVICE

AVAILABILITY

This rate is available to any customer classified in the major industrial group of manufacturing with 10-14 or 20-39 as the first two digits of the

Standard Industrial Classlrcat_n or 21 or 31-3:3 as the first two digits of the six digit North American Industry ClasaiFcatmn System using the

Company's standard ser_¢e for power and light requirements and having a contract demand of 1.000 KW or over. tl is noi available for resale
service,

CHARACTER OF SERVICE

Alternating Current, 60 hertz, three phase, metering at the delweP/voltage which shall be standard to the Company's operation.

RATE PER MONTH

Demand Charge:

First 1,000 KW of BillJnq Demand $ 13,600.00

Excess over 1,000 KW el Bfillr_l Demand (_ .... $ 12.20 per KW

The billing demand (Io the nearest whole KW) shall be the greatest of: (1} the ma;(lmum integrated Efleen minute demand measured (which may be

on a rolling time inlerval) dudng the current month; or (2) eighty percent (80%) el the highest demand occurring during the bil_ng months of June

through September in the eleven preceding months; or (3) sixty (60%) of the highest demand occurring dunng the billing months of October through
May in Ihe eleven preceding months; or (4) the contracl demand; or (5) 1,000 KW.

The customer shall maintain a power factor of as near unity as practicable. If lho power factor of the customer's installation falls below 8$%, the
Company will adjust the bitt;ingdemand 1o a basis of 85% power factor.

Plus Energy Charge:

All Kwhrs. _ $ 0.04216 per Kwhr.

DISCOUNT

A discount of $0.60 per KW of t:_ling demand wilt he allowed when the sen,_ce is supplied at a de_v¢_ voltage of 46,000 volts or higher_

MINIMUM CHARGE

The monthly minimum charge is the demand as determined above. The Company may alinw a buildup period not to exceed six months for new and

expanding accounts during which time the contract demand and/or the minimum demand specified in the rate schedule may be waived. The

Company shall not commit itself to a buildup period exceeding six months without prior approval of the Commission tot the specific account involved.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $03335 per Kwhr. are included in Ihe energy charge and are subject to adjustment by order of the Public Service Commission of South
Carolina.

STORM DAMAGE COMPONENT

The energy charges above include a sierra damage component of $.00008 per Kwhr. for accumulation of a storm damage reserve.

SALES AND FRANCHISE TAX

To the above ',,.,illbe added any applicable sales tax, franchise tee er business license lax which may be assessed by any state or tocal goverr_nental
body.

PAYMENT TERMS

All bills are net and payable when rendered.

SPECIAL PROVISIONS

The Company w_l furnish service in accordance with its standard specifications. Nonstandard service will be furntstmd only when the customer pays

tie difference in costs between non-standard service and standard service or pays to the Company its normal monthly facility charge based on such
difference in costs.

TERM OF CONTRACT

The contract terms w_tt depend on the conditions of service. No cent/act shaU be wrilten for a period leSS than five (5) years. A separate contract shell
be written for each n'ieter at each location.

GENERAL TERMS AND CONDITIONS

Tim Company's Ge_e_ral Terms and Conditions are incorporated by reference and a pa,'l of this rate schedule.

Effective Upon Approval Of The Public

Service Commission Of Soulh Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 24 LARGE GENERAL SERVICE

TIME-OF-USE

(Page 1 of 2)

AVAILABILITY

This rate Is available to any customer using the Company's slandald service for power and tight requirements and having a contract demand of 1.000 KW
or over. II is not available for resale service.

CHARACTER OF SERVICE

AIIornating Current, 60 hertz, three phase, metedng at the delivery voltage which shall be standard to the Company's operation.

RATE PER MONTH

I. Basic Facilities Chat_le: $ 1,400 00

It. Demand Charge:

A. On-Peak Billing Demand

1. Summer Months of June*September @. $ 14,97 per KW

2. Non-Summer Months of October-May (_ $ 10.48 per KW

B. Off-Peak Billing Demand

I. All Off-Peak Bil_nd_({_. $ 4.49 per KW

III. Energy Charge:

A. On-Peak Kwhrs.

1. Summer Months of June*September @ $ 0 06948 per Kwhr.

2. Non-Summer Months of October-May @ $ 0.04884 per Kwhr

B. OCPeak Kwhrs.

1. Atl Off-Peak Kwhrs. _ $ 0.03880 per Kwhr.

BILLING DEMAND

The billing demands will be rounded to the nearest whole KW. If the power factor of the customer's current month maximum inlegrated fifteen minute KW

demand for the on*peak arid off-peak time periods are less then 85%. Iherl the Company will adjust same to 85%. The maximum inlegraled fifteen minute

demand for any perk_,d may be recorded on a rolling time interval.

For the summer months, the on-peak INtli_j demand shall be the maximum integrated fifteen minute demand measured during the on-peak hours of the

currenl month,

For the non-summer months, the on-peak billing demand will be the greater of: (1) the maximum integrated fifteen minute demand measured dodng the on-

peak hours of the current month, or (2) eighly percent (80%) of the maximum integraled demand occurring during the on-peak hours of the preceding
summer months.

The off-peak bi,lh_g demand shall be the 9reatest of the |oIIowing posilive d_fferences: (1) the maximum integrated fifteen minute demand measured during

the off-peak hours minus the on-peak bithng demand, or (2) the contract demand minus the on.peak billing demand, or (3) 1,000 KW m_us the on-peak

billing demand.

DISCOUNT

A discount of $0.60 per KW of on-peak and off-peak billing demand will be allowed when Ihe service ts supplied al a delivery vollage of 46,000 yetis or

higher.

DETERMINATION OF ON-PEAK ttOURS

A. On-Peak Hours During Summer Months:

June-September:

The on-peak summer hours are defined as the hours between 1:00 p.m-9;O0 p.m., Monday-Friday, excluding holidays.*

B. On-Peak Hours During Non-Summer Months:

May and October:

The on-peak non-summer hours are defined as the hours bet',veer_ t:00 p.m.-9:00 p.m., Monday-Friday, excluding holidays. °

November-Aptih

The on-peak non-summer hours are defined as those hours between 6:00 am.*12:00 noon and 5:00 p.m.-g:00 p.m.,

Monday-Friday, excluding holidays.*

C. Off-Peak Hours:

The off-peak hours in any month are defined as all hours not specified as on-peak hours.

*Holidays are: New Year's Day, Memorial Day, Iridependence Day, Labor Day, Thanksgiving Day and Christmas Day.

Effective Upon Approval Of The Publit

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RATE 24 LARGE GENERAL SERVICE

TIME-OF*USE

(Page 2 of 2)

MINIMUM CHARGE

The monthly minimum charge is the demand as determined above. The Company may allow a bu;tdup period not to exceed six months for new

and expanding accounts dudng which time the contract d_nand and/or the minimum demand specified in the rate schedule may be waived. The

Company shall not commit itself to a buildup period exceeding six months without prior approval of the Commission for the specif'¢ account
involved.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $03335 per Kwhr. are included tn the energy charge and are subject to adjustmen! by order of Ihe Pubi-¢ Service Commission of
South Carolina.

STORM DAMAGE COMPONENT

The energy charges above Include a storm damage component of $.00008 per Kwht. for accumulation of a storm damage reserve.

SALES AND FRANCHISE TAX

To the above wilt be added any applicable sales lax, franchise fee or business license lax which may be assessed by any state or local

govemmnetat body,

PAYMENT TERMS

All bills are net and payable when rendered.

SPECIAL PROVISIONS

The Company wilJ fumlsh service in accordance with its standard specifications, Non-slandard service will be furnished only when the customer

pays the diffe_'ence in costs behveen norvstafyJard service and standard service o_ pays to the Company its normal monthly facility charge based
on such d_fference in costs.

TERM OF CONTRACT

The cord_'act terms will depend on the coedltJons of service No contract sh_ll be writlen for a period of less than five (5) years. A separate
contract shaft be wdtten for each meter at each location.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are incorporated by reference and a pad of this rale schedule.

Effective Upon Approval Of The Pub_i

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

ELECTRIC CONTRACTED RATES

Name of Customer

State Line Accounts*

Rate

23

U. S. Department of Energy

Savannah River Operations

Base Contract Demand Char'qe:

Basic Facility Charge

First 20,000 Kw

$ 1,400.00

$ 10.37 per KW

$ 12.20 per KWExcess over 20,000 Kw

Energy Charge:

All KWhr. @ $ 0.04216 per KWhr.

INTERNATIONAL PAPER

Eastover Mills

Economy Power Rate

Standby Power Rate

Administrative Charges:

On-Peak Energy Charge:

Fuel cost of highest cost generation

unit or purchased power (other than

cogeneratJon ) plus

Off-Peak Energy Charge:

Fuel cost of highest cost generation

unit or purchased power (other than

co.qeneration) plus

Excess Demand Charge:

Demand Charge:

On-peak June-September

On-peak October-May

Off-peak

$ 1,400.00 per month

$ 0.01099 per KWhr.

$ 0.00605 per KWhr.

$ 17.50 per KW

$ 0.32449 per KW/Day

$ 0.17688 per KW/Day

$ 0.12789 per KW/Day

Enerqy Charge:

Same as that for Economy Power above

Excess Demand Charge: $ 17.50 per KW

Effective Upon Approval Of The Public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

ELECTRIC CONTRACTED RATES

INTERNATIONAL PAPER - continued

Maintenance Power Rate

Page 2 of 2

Demand Charge: $ 0.38137 per KW/Day

Energy Charge: $ 0.04216 per Kwhr.

Company Provided KVAR $ 0.14773 per KVAR

Montenay Charleston Recovery Inc

Standby Power Rate

Maintenance Power Rate

Facility Charge: $ 1,400.00 per Month

Demand Charqe:

Firsl 1325 hours of slandby service $ 5.49 per KW

Excess over 1325 hours of standby service $ 12.20 per KW

Enerav Charae;

On-peak $ 0.04937 per Kwhr.

Off-peak $ 0.04216 per Kwhr.

Demand Charge: $ 0.27676 per KW/Day

Energy Charge: $ 0.04216 per Kwhr.

Contracted lighting, signal and

roadway lighting, etc.

" After contractual (1925 and 1955) adjustments

Nsgoliated Contracts

Note: (1) Fuel costs of $.03335 per KWhr are included in the Energy Charge and subject to adjustment by order of the

Public Service Commission of South Carolina.

(2) The Energy Charges above include a storm damage component of $.00008 per KWhr for accumulation of a

storm damage reserve except contracted lighting, including signal and roadway lighting, which is $.00152 per

KWhr,

Effective Upon Approval Of The Public

Service Commission Of Soulh Carolina


